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(IV) 


U.S.  INTERESTS  IN  THE  SOUTH  PACIFIC:  THE 
FREELY  ASSOCIATED  STATES 


WED?^SDAY,  SEPTEMBER  25,  1996 

House  of  Representatives, 
Committee  on  International  Relations, 
Subcommittee  for  Asia  and  the  Pacific,  and 
Committee  on  Resources, 
Subcommittee  on  Native  American  and  Insular  Affairs, 

Washington,  DC. 

The  subcommittees  met,  pursuant  to  call,  at  2:43  p.m.,  in  room 
2255,  Rayburn  Office  Building,  Hon.  Doug  Bereuter  (chairman  of 
the  Subcommittee  on  Asia  and  the  Pacific)  presiding. 

Mr.  Bereuter.  The  chair  will  now  convene  a  joint  hearing  of  the 
Committee  on  International  Relations,  the  Subcommittee  on  Asian 
Pacific,  and  of  the  Committee  on  Resources,  the  Subcommittee  on 
Native  American  and  Insular  Affairs.  It  is  a  joint  hearing  on  the 
U.S.  interests  in  the  South  Pacific,  and  the  Freely  Associated 
States. 

I  call  then  the  first  panel  to  take  the  witness  stand,  the  Honor- 
able Ms.  Brazeal  and  Mr.  Stayman. 

Today's  hearing  examines  our  special  relationship  with  the  Free- 
ly Associated  States  (FAS)  which  are  the  Federated  States  of  Mi- 
cronesia, Repubhc  of  the  Marshall  Islands,  and  Palau. 

I  would  note  that  this  hearing  brings  together  the  two  sub- 
committees that  I  mentioned.  It  could  not  have  come  at  a  worse 
time  as  far  as  the  subcommittee  chairman  and  Mr.  Gallegly  is  con- 
cerned, because  the  immigration  legislation  is  on  the  floor;  and  if 
one  knows  anything  about  this  issue,  you  would  know  that  Mr. 
Gallegly  is  one  of  the  two  or  three  names  mentioned  most  often  in 
the  course  of  the  discussion  about  the  legislation. 

So  he  will  be  in  that  location,  I  am  sure,  for  the  remainder  of 
the  afternoon. 

I  would  begin  my  comments  by  noting  that  too  few  people  have 
heard  of,  let  alone  understand,  our  unique  relationship  with  the 
three  Freely  Associated  States,  a  relationship  that  was  forged  in 
the  aftermath  of  World  War  II,  and  nurtured  throughout  the  cold 
war.  For  those  in  the  audience  who  may  not  be  familiar  with  this 
relationship,  let  me  provide  a  brief  historical  review. 

In  1947,  these  three  States,  Palau,  the  Marshall  Islands,  and  the 
Federated  States  of  Micronesia  became  the  U.S. -administered  U.N. 
Trust  Territories  of  the  Pacific  islands.  I  do  not  neglect  the  North- 
ern Marianas,  which  eventually  became  a  commonwealth. 

Steps  were  taken  in  the  years  since  1947  to  promote  self-govern- 
ment and  development  of  the  trust  territory.  This  effort  ultimately 

(1) 


took  the  form  of  compacts  of  free  association — hence,  the  title  of  to- 
day's hearings — which  were  negotiated  by  the  United  States  and 
the  Federated  States  of  Micronesia,  and  the  Marshall  Islands,  dur- 
ing the  mid  1980's. 

These  compacts  granted  the  Federated  States  of  Micronesia  and 
the  Marshalls  self-government,  including  ability  to  conduct  their 
own  foreign  policy,  albeit  with  some  limitations. 

The  compact  gave  the  United  States  access  to  Kwajalein  missile 
test  range  in  the  Marshalls  for  30  years,  and  the  United  States  re- 
tained tne  ability  to  control  access  by  the  nations  of  other  mili- 
taries to  both  Freely  Associated  States. 

In  return,  the  United  States  agreed  to  defend  both  former  terri- 
tories. And  that  is  a  very  simplified  version  of  the  whole  details  of 
the  compacts. 

A  similar  compact  which  was  negotiated  with  Palau  a  few  years 
later,  went  into  effect  in  1994,  after  many  delays. 

Let  me  note  briefly  here  that  the  U.N.  trust  territories  for  the 
United  States  also  did  include  the  northern  Mariana  Islands.  Be- 
cause the  Marianas  have  become  a  commonwealth  of  the  United 
States  in  1976,  it  is  not  a  subject  for  today's  hearings. 

The  central  feature  of  the  compacts  with  Freely  Associated 
States  was  agreement  by  the  United  States  to  provide  substantial 
grant  funds  and  assistance  for  15  years. 

Assistance  for  the  Marshalls  and  Micronesia  will  last  through 
the  year  2001.  Assistance  to  Palau  will  continue  until  the  year 
2009,  and  our  assistance  is  quite  substantial. 

For  example,  annual  grants  funding  for  the  Federated  States  of 
Micronesia  started  out  in  1986  at  $60  million.  Although  that  figure 
has  declined  somewhat  since  1991,  other  program  funding  has 
added  approximately  $50  million  each  year. 

The  Republic  of  the  Marshall  Islands  will  over  the  15-year  length 
of  the  compact  receive  approximately  $900  million.  For  its  part, 
Palau  is  scheduled  to  receive  $517  million  through  the  compact 
from  the  year  1995  through  the  year  2009. 

The  first  compacts,  those  with  the  Federated  States  of  Microne- 
sia and  the  Republic  of  the  Marshall  Islands,  as  I  said,  are  set  to 
end  in  the  year  2001. 

Let  me  suggest  that  what  will  happen  in  2001,  and  the  years 
thereafter,  will  depend  greatly  on  actions  taken  now  and  in  the 
next  few  years  by  both  the  United  States  and  the  Freely  Associated 
States. 

Today's  hearing  seeks  to  draw  attention  to  this  issue  in  a  wav 
that  will  ensure  that  when  the  year  2001  arrives,  we  will  be  well 
prepared.  The  purpose  of  the  hearing,  therefore,  is  to  look  at  those 
compacts.  We  hope  to  learn  that  the  early  hopes  of  the  United 
States  and  the  Freely  Associated  States  have  been  realized,  and  we 
are  interested  in  learning  what  issues  we  and  our  friends  in  the 
Freely  Associated  States  need  to  address  before  compacts  expire. 

I  will  tell  my  colleagues  that  I  have  been  interested  in  this  issue 
since  I  served  on  the  Interior  Committee  and  visited  the  Freely  As- 
sociated States  very  early  in  my  congressional  career.  It  seems  to 
me  a  few  key  issues  stand  out. 

For  example,  what  programs  do  the  compacts  fund  and  how  are 
these    programs    administered?    To    what    extent   have    payments 


under  the  compacts  promoted  economic  development,  especially 
self-sufficiency? 

Another  key  issue  is  whether  the  United  States  retains  security 
interests  in  the  Freely  Associated  States.  Security  concerns  were  a 
key  element  during  negotiations  of  the  compacts  during  the  1980's. 
We  would  have  to  ask  do  these  concerns  remain,  and  if  so,  how  are 
they  changed. 

In  addition,  we  have  important  immigration  from  the  Freely  As- 
sociated States.  The  gentleman  from  Guam  would  know  a  lot  about 
that  subject. 

Citizens  of  the  Freely  Associated  States  can  move  to  the  United 
States  and  its  territories  without  restriction,  a  benefit  which  can 
and  does  add  to  the  obligations  and  burdens  of  local  governments. 

Also,  the  question  arises  as  to  what  environmental  opportunities 
and  problems  do  the  Freely  Associated  States  face,  and  what  is  an 
appropriate  role  for  the  United  States. 

These  are  all  important  issues  that  merit  examination.  I  do  not 
think  we  are  going  to  do  much  more  than  scratch  the  surface 
today,  and  I  would  think  that  we  need  to  continue  this  investiga- 
tion into  the  next  Congress. 

I  am  pleased  that  we  have  been  able  to  assemble  a  distinguished 
group  of  witnesses  to  help  us  answer  these  questions  today.  The 
Administration  will  be  represented  by  the  Honorable  Aurelia 
Brazeal,  Deputy  Assistant  Secretary  of  State  for  East  Asian  and 
Pacific  Affairs;  and  many  noteworthy  positions,  including  that  as 
the  first  U.S.  ambassador  to  the  Federated  States  of  Micronesia, 
serving  there  from  1990  through  1993. 

So,  welcome.  Ambassador. 

Ms.  Brazeal.  Thank  you. 

Mr.  Bereuter.  Also  representing  the  Administration  will  be  Mr. 
Allen  Stayman,  director  of  the  Office  of  Insular  Affairs  at  the  De- 
partment of  Interior.  I  understand  that  few  people  in  Washington 
have  more  experience  in  dealing  with  the  Freely  Associated  States 
than  Mr.  Stayman.  We  are  very  pleased  to  have  him  with  us  as 
well. 

Our  second  panel  includes  the  Honorable  M.  James  Wilkinson, 
who  served  at  the  United  Nations  as  head  of  the  U.S.  delegation 
to  the  U.N.  Trusteeship  Council  during  that  same  period;  roughly, 
at  least  1989  through  1991.  He  also  was  involved  in  the  early  dis- 
cussions that  resulted  in  Palau  becoming  a  freely  associated  state. 

Also  included  is  Dr.  Gustav  Papanek,  president  of  the  Boston  In- 
stitute of  Developing  Economies.  He  has  worked  with  the  Asian  De- 
velopment Bank  to  develop  an  appropriate  economic  development 
strategy  for  the  Federated  States  of  Micronesia. 

Finally,  Mr.  Howard  Hills  is  an  attorney  who  worked  at  both  the 
Department  of  State  and  the  Department  of  Defense  on  issues  in- 
volving the  Freely  Associated  States  in  particular,  and  the  Pacific, 
in  general. 

Ambassador,  and  gentleman,  your  entire  statements  will  be 
made  a  part  of  the  record,  but  I  would  ask  you  to  summarize  your 
comments  to  help  us  with  our  opportunities  to  ask  you  questions, 
and  have  your  responses. 

I  would  now  call  on  Mr.  Berman  if  he  was  here,  so  I  will  call  on 
Mr.  Faleomavaega  if  he  has  any  opening  comments. 


Mr.  Faleomavaega.  I  do,  Mr.  Chairman.  It  is  unusual  for  me  to 
participate  in  a  joint  hearing  of  two  subcommittees  of  which  I  am 
a  member.  But  hearings  of  this  nature  do  point  out  the  overlap  of 
our  jurisdiction  in  some  areas.  The  Freely  Associated  States  of  Mi- 
cronesia are  a  case  in  point. 

As  a  part  of  the  trust  territory  of  the  Pacific  islands,  the  islands 
of  Micronesia  were  placed  under  the  trusteeship  of  the  United 
States  after  World  War  II.  In  some  ways,  they  were  treated  simi- 
larly to  the  U.S.  insular  areas,  and  Congress  provided  much  of  the 
development  of  this  area. 

Under  the  U.N.  trust  agreement,  it  was  the  obligation  of  the 
United  States,  and  I  quote,  "To  promote  the  development  of  the  in- 
habitants of  the  trust  territory  toward  self-government  or  inde- 
pendence as  may  be  appropriate  to  the  particular  circumstances  of 
the  trust  territory  and  its  peoples,  and  the  freely  expressed  wishes 
of  the  peoples  concerned." 

Accepting  the  trusteeship  was  not  an  altruistic  gesture  on  the 
part  of  the  United  States,  Mr.  Chairman.  We  were  careful  to  use 
the  region  for  military  purposes  and  continue  to  do  this  morning. 

Nevertheless,  substantial  progress  has  been  made  in  achieving  in 
developing  island  groups  toward  self-governance,  and  today  there 
is  no  longer  a  trust  territory  of  the  Pacific  islands. 

The  early  1980's  brought  agreements  among  the  United  States 
and  the  different  island  groups  of  the  trust  territory.  And  in  1994, 
with  the  approval  of  Palau's  compact  of  fi*ee  association,  the  trust- 
eeship came  to  an  end,  supposedly. 

The  U.S.  insular  areas  which  are  not  part  of  this  trusteeship 
have  not  developed  as  quickly  toward  self-government,  although 
many  are  pursuing  new  relationships  with  the  United  States  at 
this  time. 

As  we  near  the  end  of  the  initial  compact  term  in  the  year  2001 
with  the  Republics  of  the  Marshalls,  and  the  Federated  States  of 
Micronesia,  it  is  an  appropriate  time  to  assess  the  state  of  affairs 
with  these  governments.  And  I  do  appreciate,  Mr.  Chairman,  your 
taking  the  initiative  and  leadership  in  pursuing  this  with  Chair- 
man Gallegly  to  have  this  joint  hearing  this  afternoon. 

Although  the  military  strategic  value  of  the  islands  was  a  domi- 
nant consideration  in  our  U.S.  foreign  policy  for  decades,  in  the 
post-cold  war  era  without  the  Soviet  threat,  someone  argued  there 
has  been  a  dramatic  shift;  a  decline  in  U.S.  military  strategic  inter- 
ests in  the  area  could  have  profound  ramifications  impacting  upon 
Federal  funds  to  the  island  governments. 

Under  the  1947  U.N.  trusteeship  agreement,  the  United  States 
committed  to  promote  not  only  the  economic  advancement,  but  the 
self-sufficiency  of  these  island  peoples.  With  the  substantial  sums 
provided  under  the  compacts,  it  is  important  to  determine  whether 
significant  progress  has  been  made  in  achieving  this  goal;  and  if 
not,  the  reasons  why. 

I  would  also  be  interested  in  finding  out  what  has  resulted  from 
our  government's  interagency  review  in  1993  urging  economic  re- 
structuring for  sustainable  development  in  the  Freely  Associated 
States.  It  is  my  understanding,  Mr.  Chairman,  that  for  this  15-year 
period  of  this  relationship,  that  the  United  States  is  to  provide  ap- 


proximately  $2  billion  in  economic  assistance  to  these  Micronesian 
States. 

Concluding,  I  would  call  for,  in  my  humble  suggestion  because  of 
the  structure  as  it  now  exists  with  the  Federated  States  of  Micro- 
nesia, the  Republic  of  the  Marsh  alls,  the  Republic  of  Palau,  it 
seems  most  logical  that  the  transfer  of  full  jurisdiction  of  the  Inte- 
rior Department  to  the  State  Department  for  all  matters  pertaining 
to  the  Freely  Associated  States.  These  island  nations  are  sovereign 
and  politically  independent  as  evidenced  by  their  membership  in 
the  United  Nations  since  1991,  and  it  is  long  overdue  in  my  opin- 
ion, Mr.  Chairman,  that  they  be  treated  as  such. 

The  Pacific  Island  Affairs  Division  of  the  State  Department's 
East  Asian  Bureau  should  be  vested,  in  my  humble  opinion,  Mr. 
Chairman,  with  full  authority  for  bilateral  relations  with  the  Free- 
ly Associated  States. 

Mr.  Chairman,  again,  I  thank  you  for  holding  this  hearing  this 
afternoon,  and  I  look  forward  to  hearing  from  the  testimonies  of 
our  witnesses  this  afternoon. 

Mr.  Bereuter.  I  thank  the  gentleman.  And  it  occurred  to  me 
that  I  might  be  misunderstood,  so  I  want  to  make  it  clear  that  Mr. 
Berman  is  very  much  involved  in  the  debate  on  the  House  floor  on 
the  immigration  bill.  It  is  very  important  to  his  State.  He  has  been 
much  involved,  and  he  indicated  to  me  that  if  there  was  a  conflict, 
he  needed  to  be  on  the  floor  for  this  bill,  and  I  understand  that. 
I  want  to  make  that  quite  clear.  Otherwise,  he  would  be  here. 

I  would  ask  unanimous  consent  that  the  statement  of  the  chair- 
man, Elton  Gallegly  of  the  Subcommittee  on  Native  American  and 
Insular  Affairs,  and  a  statement  from  the  Honorable  Robert  A. 
Underwood  be  made  a  part  of  the  record. 

[The  statements  of  Mr.  Gallegly  and  Mr.  Underwood  appear  in 
the  appendix.] 

Mr.  Bereuter.  Are  there  further  members  who  wish  to  address 
the  issue? 

Is  there  further  request  for  opportunity  to  visit? 

Mr.  Berman,  welcome.  We  might  have  a  quorum  yet.  I  just  ex- 
plained why  you  had  to  be  on  the  floor. 

[Laughter.] 

Mr.  Bereuter.  I  thank  you  for  your  attendance.  We  are  about 
to  start  the  first  panel  if  we  did  not  have  a  vote. 

Do  you  have  any  statement  you  would  like  to  make? 

Mr.  Berman.  No,  I  do  not.  Thank  you  very  much.  Have  we  voted 
on  the  bill? 

Mr.  Bereuter.  We  have. 

Mr.  Berman.  You  have. 

Mr.  Bereuter.  Awkward,  the  time  it  seems  to  me,  given  the  fact 
that  we  are  likely  to  have  to  go  in  about  2  minutes  to  make  the 
vote,  or  3  minutes;  I  think  it  would  be  probably  best  not  to  proceed 
with  the  panel  until  we  return. 

So  we  will  be  in  recess.  It  is  possible,  unfortunately,  we  may 
have  two  votes;  I  would  say  we  will  recess  for  15  minutes,  and  hope 
that  we  are  back  at  that  time. 

We  are  in  recess. 

[Recess.] 


Mr.  Bereuter.  The  subcommittee  will  come  to  order.  The  first 
witness  on  the  first  panel  is  the  Honorable  Aurelia  E.  Brazeal, 
Deputy  Assistant  Secretary  of  State  for  East  Asian  and  Pacific  Af- 
fairs, U.S.  Department  of  State. 

Your  entire  statement,  as  I  mentioned,  vvnll  be  made  a  part  of  the 
record.  Please  proceed  as  you  will. 

STATEMENT  OF  HON.  AURELIA  E.  BRAZEAL,  DEPUTY  ASSIST- 
ANT SECRETARY  OF  STATE  FOR  EAST  ASIAN  AND  PACIFIC 
AFFAIRS,  U.S.  DEPARTMENT  OF  STATE 

Ms.  Brazeal.  Thank  you,  Mr.  Chairman,  and  members  of  the 
committee.  I  very  much  appreciate  the  opportunity  to  appear  before 
you  today,  and  if  I  may,  with  your  permission,  I  will  abbreviate 
what  I  am  going  to  say  because  the  statement  will  be  in  the  record. 

Mr.  Bereuter.  Thank  you,  that  will  be  appreciated. 

Ms.  Brazeal.  The  history  of  the  negotiations  and  how  the  com- 
pacts came  into  existence  has  been  outlined,  so  I  would  just  like 
to  stress  perhaps  the  fact  that  when  dealing  with  the  FAS  ceased 
to  be  an  internal  matter  and  became  a  subject  of  international  af- 
fairs, it  was  clear  that  the  Secretary  of  State  is  responsible  for  our 
relations  with  the  Freely  Associated  States  as  he  is  with  any  for- 
eign government.  And  the  Secretary  has  a  responsibility  to  ensure 
that  the  authorities  and  obligations  of  the  United  States  under  the 
compact  are  carried  out  as  they  relate  to  govemment-to-govem- 
ment  relations  with  the  FAS. 

At  the  same  time,  the  relationship  is  rather  unique.  Govern- 
ments and  citizens  of  the  FAS  receive  direct  services  of  U.S.  Fed- 
eral domestic  programs,  and,  in  fact,  these  three  governments  re- 
ceive U.S.  Grovernment  funding  at  a  per  capita  rate  greater  than 
any  other  foreign  government,  and  this  unique  relationship  re- 
quires the  involvement  of  other  departments  in  the  government. 

So  the  Secretary  of  the  Interior,  my  colleague  to  the  right,  will 
explain  their  responsibilities.  But  they  are  involved  in  coordinating 
and  monitoring  Federal  programs. 

The  Department  of  Defense  has  as  an  asset  the  Kwajalein  mis- 
sile range. 

We  have  the  Department  of  Energy  taking  the  lead  in  imple- 
menting the  compact  provisions  regarding  health. 

We  have  the  Departments  of  Health  and  Human  Service,  Edu- 
cation, Commerce,  and  many  others,  providing  services  to  the  FAS 
under  the  compact,  and  as  has  been  alluded  to,  we  have  an  inter- 
agency working  group  on  the  Freely  Associated  States  chaired  by 
the  Department  of  State  charged  with  "guidance  and  oversight 
with  respect  to  the  establishment  and  implementation  of  policy". 

So  as  we  approach  the  10th  anniversary  of  the  15-year  compact 
with  the  FSM  and  RMI,  I  think  it  is  appropriate  to  remind  our- 
selves that  under  the  terms  of  the  compact,  negotiations  to  consider 
any  post-compact  arrangements  will  open  2  years  before  expiry  of 
the  current  compact;  that  is,  in  late  1999. 

If  these  negotiations  are  ongoing  at  the  expiry  date,  there  are 
provisions  for  an  automatic  extension,  including  funding  for  an  ad- 
ditional 2  years. 

In  the  case  of  the  Republic  of  the  Marshall  Islands,  there  are 
other  important  provisions.  As  you  know,  we  entered  into  lease  ar- 


rangements  to  maintain  our  missile  testing  facilities  at  Kwajalein 
Atoll  where  we  test  our  missiles,  track  foreign  missiles,  and  sup- 
port our  space  programs. 

There  is  a  provision  in  the  compact  with  the  RMI  for  automatic 
renewal  of  rights  to  Kwajalein  for  an  additional  15  years.  And 
under  the  compact,  we  must  advise  the  RMI  in  1999  whether  we 
will  exercise  that  option. 

Recently,  we  negotiated  with  the  RMI  for  an  alternative  launch 
site  for  theater  missile  testing.  And  these  tests  are  planned  for  the 
first  quarter  of  1997. 

We  have  also  received  prompt  cooperation  from  the  RMI  and  a 
survey  for  additional  alternative  launch  sites  which  may  be  needed. 

One  of  the  most  persistently  and  visible  and  contentious  issues 
in  the  U.S. -RMI  relationship  concerns  the  U.S.  Government's  nu- 
clear weapons  tests  conducted  between  1946  and  1958. 

Under  section  177  of  the  compact,  we  have  accepted  responsibil- 
ity for  compensation  for  damages  from  the  testing  programs,  and 
this  has  been  worked  out  through,  as  many  of  the  committee  mem- 
bers already  know,  creation  of  a  trust  fund  so  that  the  fiind  would 
produce  about  $18  million  in  annual  income  which  would  be  dis- 
bursed to  the  populations  affected,  as  well  as  to  the  government  of 
the  RMI. 

And  just  last  week,  on  September  19,  the  Secretary  of  the  Inte- 
rior signed  an  agreement  committing  approximately  $45  million  to 
bring  about  a  final  settlement  of  the  People  of  Rongelap. 

While  the  implementation  agreement  constituted  the  full  settle- 
ment of  all  claims,  past,  present,  and  future,  related  to  nuclear 
testing,  it  provides  that  the  RMI  may  submit  a  request  for  addi- 
tional compensation  to  the  U.S.  Government  under  certain  provi- 
sions. 

RMI  representatives  have  said  that  two  additional  atolls  should 
be  considered  affected,  and  that  compensation  for  all  the  affected 
atolls  should  be  increased;  but  the  RMI  has  not  submitted  a  formal 
request  under  the  changed  circumstances  provisions  of  the  com- 
pact. 

We  believe,  speaking  from  the  Department  of  State's  point  of 
view,  that  our  relationship  with  the  Freely  Associated  States  re- 
mains excellent.  All  are  democratic  governments  chosen  in  open 
elections.  We  share  a  mutual  respect  for  each  other's  sovereignty, 
and  we  have  recognized  the  islands'  statehood,  and  have  appointed 
ambassadors  to  all  three  countries. 

The  FAS  have  built  national  government  structures,  and  they 
have  built  those  structures  to  carry  out  international  relations.  In 
international  fora,  such  as  the  United  Nations,  we  cooperate  close- 
ly, and  receive  strong  support  for  U.S.  positions  on  important  votes. 

While  there  remain  5  years  in  the  compacts  for  the  FSM  and 
RMI,  it  is  appropriate  to  consider  where  we  stand.  It  is  clear  that 
the  world  of  1996  is  much  different  from  the  world  of  1976  when 
compact  negotiations  began,  and  from  1986  when  they  entered  into 
force. 

Our  ties  with  these  islands  were  forged  in  World  War  II.  The 
compacts  were  negotiated  during  the  cold  war.  And  now  our  na- 
tions are  dealing  with  new  threats  that  have  replaced  the  cold  war. 
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from  nuclear  proliferation,  to  money  laundering,  to  environmental 
degradation. 

Also,  we  approach,  then,  the  1999  deadline.  We  will  have  the 
benefit  of  lessons  already  learned,  and  can  work  out  new  ap- 
proaches that  reflect  the  new  realities  of  today's  world. 

For  one  thing,  we  have  come  to  believe  that  trade  and  invest- 
ment, not  foreign  aid  or  government  subsidies,  are  the  most  reli- 
able engines  of  economic  growth  and  prosperity  in  today's  world. 

If  there  are  to  be  any  post-compact  arrangements,  and  if  the  FAS 
is  to  take  their  place  m  the  world  of  the  coming  century,  we  must 
work  with  their  governments  to  create  a  positive  investment  and 
business  climate  rooted  in  sound  business  practices  and  the  rule  of 
law. 

Even  now  under  the  present  compact,  we  are  working  in  this  di- 
rection. The  U.S.  Government  is  supporting  in  cooperation  with  the 
Asian  Development  Bank,  policy  advisory  teams  in  the  FSM  and 
the  RMI,  advising  those  governments  on  steps  to  free  up  the  econ- 
omy, downsize  the  national  government,  and  privatize  many  gov- 
ernmental functions. 

We  are  also  working  through  our  joint  commercial  commission 
working  group  on  trade  and  investment  focusing  on  practical  meas- 
ures to  stimulate  the  private  sector,  such  as  improving  access  to 
the  internet.  This  is  with  the  FAS  and  with  other  Pacific  island 
States. 

We  are  also  working  on  global  issues,  international  crime,  the  en- 
vironment and  fisheries. 

The  environment  is  an  integral  part  of  our  relationship  since 
there  are  few  countries  on  earth  better  able  than  the  FAS  to  appre- 
ciate the  close  linkage  between  environment  and  prosperity.  Con- 
cern about  global  warming  is  of  understandable  interest  for  island 
States  that  will  be  devastated  by  a  rise  of  only  a  few  inches  in  the 
sea  level.  And  protection  of  the  marine  environment  is  vital  to 
countries  whose  principal  natural  resource  is  the  fisheries  and 
their  exclusive  economic  zones. 

Multilateral  fisheries  agreement  between  the  United  States  and 
the  South  Pacific  island  governments  including  the  FAS  works  well 
for  our  mutual  benefit. 

These  are  just  some  of  the  new  or  reemphasized  issues  that  we 
will  have  to  focus  on  in  the  post-compact  era. 

In  preparing  for  that  time,  we  as  a  government  must  determine 
where  we  want  to  go.  Well  before  1999,  each  concerned  Federal 
agency  and  the  Federal  agencies  together  must  evaluate  each  pro- 
gram to  determine  its  activities,  whether  they  will  be  terminated, 
transferred,  privatized,  or  continued. 

We  must  question  whether  their  benefits  have  matched  the  cost 
to  the  people  of  the  United  States  and  to  the  people  of  the  Freely 
Associated  States. 

We  must  also  look  carefully  at  our  security  interests,  and  our  de- 
fense arrangements  with  the  FAS.  We  believe  these  arrangements 
at  this  point  have  contributed  measurably  to  the  security  of  the 
United  States  and  of  the  Freely  Associated  States. 

Similarly,  the  provisions  for  foreclosure  of  military  access  by 
third  countries  have  served  us  well.  But  as  we  approach  the  end 
of  the  compact  period,  we  will  need  to  review  the  entire  range  of 


security  provisions  in  light  of  new  global  conditions  and  stringent 
fiscal  realities. 

As  we  begin  this  process,  we  will  want  to  consult  and  keep  inter- 
ested Members  of  Congress  informed.  We  are  prepared  to  begin 
laying  the  groundwork  within  the  U.S.  Government  now  and  to  ap- 
proach the  1999  negotiations  with  an  open  mind,  bearing  in  mind 
the  fiscal  financial  realities  that  are  almost  certain  to  apply  at  that 
time,  and  the  necessity  to  work  closely  with  Congress. 

Thank  you.  Mr.  Chairman. 

[The  prepared  statement  of  Ms.  Brazeal  appears  in  the  appen- 
dix.] 

Mr.  Bereuter.  Thank  you,  Ambassador. 

Next  on  this  panel,  we  will  hear  from  Mr.  Allen  Stayman,  direc- 
tor of  the  Office  of  Insular  Affairs,  U.S.  Department  of  the  Interior. 

Mr.  Stayman,  your  entire  statement  will  be  made  a  part  of  the 
record.  You  may  proceed  as  you  wish. 

STATEMENT  OF  MR.  ALLEN  P.  STAYMAN,  DIRECTOR,  OFFICE 
OF  INSULAR  AFFAIRS,  DEPARTMENT  OF  THE  INTERIOR 

Mr.  Stayman.  Thank  you,  Mr.  Chairman.  I  will  summarize. 

In  your  invitation,  Mr.  Chairman,  you  requested  that  I  describe 
the  compacts,  assess  the  achievement  of  their  goals,  and  suggest  is- 
sues that  will  need  to  be  addressed  as  we  approach  the  end  of  the 
compacts. 

First,  the  compact  relationships  are  defined  by  the  compacts  as 
negotiated,  the  subsidiary  agreements,  the  laws  by  which  Congress 
approved  them,  and  the  legislation  subsequently  enacted  by  Con- 
gress. 

The  compacts  have  four  titles:  government  relations,  economic  re- 
lations, security  and  defense  relations,  and  general  provisions. 

The  role  of  the  Department  of  the  Interior  focuses  on  Title  2, 
"Economic  Relations",  because  the  Congress  amended  the  compact 
as  negotiated,  and  stipulated  that  all  appropriations  under  the 
compacts  must  be  made  to  the  Secretary  of  the  Interior. 

Congress  also  assigned  responsibility  to  the  Secretary  of  the  Inte- 
rior to  coordinate  and  monitor  U.S.  domestic  programs  in  the  FAS. 

Title  2  is  composed  of  three  principal  elements:  financial  assist- 
ance, program  assistance,  and  tax  and  trade  investment  incentives. 

First,  to  briefly  describe  financial  assistance,  over  the  15-year  life 
of  the  FAS  compact,  it  is  expected  that  the  United  States  will  pay 
$958  million  to  the  Marshall  Islands,  $1,355  billion  to  the  Fed- 
erated States,  and  $603  million  to  Palau. 

This  financial  assistance,  most  of  which  is  guaranteed,  is  pro- 
vided with  maximum  flexibility,  and  with  an  emphasis  on  capital 
development  through  a  provision  that  requires  that  40  percent  of 
the  financial  assistance  must  be  spent  on  capital  development. 

Tables  to  explain  the  estimates  of  the  value  of  the  15  years  of 
financial  assistance  for  each  of  the  FAS  are  provided  as  an  adden- 
dum. 

Second,  with  respect  to  program  assistance,  under  section  221, 
the  United  States  agreed  to  provide  the  FAS  with  the  services  of 
the  weather  service,  FEMA  (except  Palau),  the  postal  service,  FAA, 
and  the  Civil  Aeronautics  Board. 
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While  the  cost  of  these  services  cannot  exactly  be  determined 
until  after  they  are  rendered,  our  current  15-year  estimate  is  $162 
million  for  the  three  countries. 

Mr.  Bereuter.  Mr.  Stayman,  I  would  like  to  interrupt  you — par- 
don me,  but  I  would  like  to  conduct  a  little  intervening  business 
before  the  committee,  and  we  will  come  back  to  your  testimony  as 
soon  as  possible. 

Mr.  Stayman.  All  right. 

[Recess.]. 

Mr.  Bereuter.  Mr.  Stayman,  I  apologize  for  having  to  interrupt 
you.  Please  continue. 

Mr.  Stayman.  Fine. 

I  was  explaining,  Mr.  Chairman,  the  four  parts  of  the  compact, 
the  second  on  financial  relations  is  the  responsibility  of  the  depart- 
ment, and  there  are  three  parts  to  that;  financial  assistance,  pro- 
gram assistance,  tax,  and  trade  investment  incentives. 

In  addition  to  the  five  programs  that  were  extended  under  the 
compact  as  negotiated,  section  224  of  the  compacts  provide  that  ad- 
ditional U.S.  program  assistance  may  be  extended  from  time  to 
time  by  the  Congress. 

This  provision  has  been  used  extensively.  It  is  important  to  note 
that  the  compacts  as  originally  negotiated  anticipated  that  all  Fed- 
eral programs  would  be  budgeted  under  section  221  and  through 
the  Department  of  the  Interior.  When  the  Congress  extended  these 
additional  programs,  however,  it  did  not  direct  that  they  be  budg- 
eted through  this  unified  appropriation.  This  significantly  eased 
program  administration,  but  has  made  it  more  difficult  to  track 
such  programs. 

The  value  of  these  additional  programs  is  approximately  $9  mil- 
lion annually  for  the  FSM,  and  approximately  $5  million  for  the 
RMI. 

Second,  regarding  an  assessment  of  how  the  compacts  are  achiev- 
ing their  goals,  while  the  Department  of  the  Interior  does  not  have 
primary  responsibility  for  Titles  1  and  3  regarding  government  re- 
lations and  security,  we  concur  with  the  assessment  of  the  Depart- 
ment of  State  that  the  goals  of  these  titles  are  being  successfully 
achieved. 

The  goal  of  Title  2  is,  "To  assist  the  Freely  Associated  States  in 
their  efforts  to  advance  the  economic  self-sufficiency  of  their  peo- 
ples." 

The  three  tools  proposed  in  the  compacts  to  meet  this  goal  were 
financial  assistance,  program  assistance,  and  tax  and  trade  invest- 
ment incentives. 

The  tax  and  trade  investment  provisions  were  designed  to  stimu- 
late private  sector  development. 

However,  Congress  eliminated  much  of  this  third  element  of  the 
compacts'  economic  development  strategy.  This  fundamental  policy 
change  which  de-emphasized  the  private  sector's  role  in  economic 
development  weakened  the  potential  of  the  policy. 

A  second  point  to  be  made  in  assessing  the  achievement  of  this 
economic  goal  is  that  in  the  rush  to  implement  the  compacts,  insuf- 
ficient attention  was  paid  to  economic  planning. 

The  economic  development  plans  developed  by  the  RMI  and  FSM 
were   inadequate.   Notwithstanding  this   fact,   the   Administration 
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proposed,  and  Congress  concuired,  in  the  implementation  of  the 
compacts,  based  on  approval  with  reservations. 

This  was  contrary  to  the  original  intent  of  the  compact.  This 
planning  deficiency  was  compounded  by  the  lack  of  economic  analy- 
sis capability  needed  by  decisionmakers  to  develop,  evaluate,  and 
select,  the  best  alternatives  from  economic  policy  options. 

In  1993,  the  Administration  recognized  and  responded  to  these 
problems.  After  close  consultation  between  the  Departments  of  In- 
terior and  State,  we  developed  two  new  policy  elements. 

First  we  initiated  the  annual  bilateral  economic  consultations 
called  for  in  the  compact's  subsidiary  agreements,  but  which  had 
never  been  held. 

Second,  the  Department  of  the  Interior  contracted  with  the  Asian 
Development  Bank  to  provide  economic  planning  expertise  for  FAS 
use. 

Under  this  arrangement,  two  teams  of  two  economists  each  are 
stationed  in  the  Marshall  Islands  and  the  Federated  States  of  Mi- 
cronesia, and  are  charged  with  assisting  the  governments  with  eco- 
nomic planning,  and  decisionmaking. 

These  new  elements  in  the  economic  development  policy  have 
been  successful  in  enhancing  FAS  economic  planning  capabilities 
and  decisionmaking. 

We  believe  that  they  are  helping  the  FAS  to  cope  with  the  very 
substantial  challenges  they  face  as  U.S.  assistance  continues  to  de- 
cline. 

Our  assessment  of  Federal  programs  is  that  their  value  is  mixed, 
depending  on  the  program.  Federal  programs  are  generally  de- 
signed to  serve  U.S.  domestic  goals,  not  the  needs  of  developing 
countries  like  the  FAS. 

The  value  of  U.S.  domestic  programs,  therefore,  is  proportional 
to  the  overlap  of  their  domestic  program  goals  with  FAS  goals. 

Finally,  I  would  like  to  raise  three  issues  that  need  to  be  ad- 
dressed as  we  approach  the  end  of  the  compact  period.  First,  be- 
cause the  value  of  U.S.  financial  assistance  has  been  diminished  by 
a  lack  of  economic  planning  expertise  and  informed  economic  deci- 
sionmaking, we  must  make  further  efforts  to  improve  FAS  perform- 
ance in  these  areas.  Our  current  emphasis  on  ADB  expertise  and 
bilateral  consultations  provide  a  basis  for  these  efforts. 

Second,  on  a  case-by-case  basis,  the  performance,  efficiency,  and 
relevance,  of  each  U.S.  domestic  program  should  be  evaluated.  This 
evaluation  should  be  conducted  in  light  of  changing  U.S.  interests 
in  Micronesia  and  the  contributions  of  other  donor  countries. 

Third,  reconsideration  should  be  given  to  tax,  trade,  and  other 
policies,  that  would  shift  development  emphasis  from  the  public  to 
the  private  sector. 

In  closing,  I  wish  to  express  my  appreciation  to  the  subcommittee 
for  calling  this  hearing.  It  is  valuable  in  raising  awareness  of  the 
compacts,  and  stimulating  discussion  as  we  begin  the  process  of  de- 
veloping our  policies  for  the  future. 

Thank  you. 

[The  prepared  statement  of  Mr.  Stayman  appears  in  the  appen- 
dix.] 

Mr.  Bereuter.  Thank  you,  very  much,  Mr.  Stayman,  and  Am- 
bassador Brazeal. 
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I  would  like  to  now  ask  a  few  questions,  and  permit  my  col- 
leagues to  ask  questions  as  well. 

In  examining  a  variety  of  news  accounts  from  reputable  sources, 
it  appears  that  one  of  the  significant  problems  of  the  Freely  Associ- 
ated States  is  the  very  significant  percentage  of  people  employed 
by  the  government  of  those  States  at  various  levels. 

I  notice,  for  example,  that  Palau  has  60  percent  of  their  work 
force  employed  by  the  government;  population  of  17,000,  has  a  na- 
tional government,  16  State  governments,  with  governors  and  legis- 
latures, and  local  governments  including  mayors,  and  we  see  a  per- 
centage of  private  sector  work  being  done;  for  example,  in  the  Re- 
Eublic  of  Marshall  Islands,  you  find  a  very  large  share  of  that  work 
eing  done  by  people  who  are  not  natives  or  citizens  of  the  Mar- 
shall Islands. 

The  economic  picture  appears  to  be  rather  bleak  since  we  were 
pushing  toward  self-sufficiency,  and  our  funds  will  end  under  the 
compacts  for  two  of  the  Associated  States  in  the  year  2001.  What 
can  we  look  for  to  happen  at  that  point,  and  what  do  you  think  will 
be  the  request  to  the  Federal  Government  of  the  United  States  at 
that  point,  and  what  role  perhaps  can  the  Asian  Development 
Bank  and  the  World  Bank  play  in  assisting  a  transition? 

We  welcome  comments  from  either  of  you  on  that  subject. 

Ms.  Brazeal.  If  I  may  start,  and  turn  to  my  colleague,  we  believe 
the  process  that  we  have  started  with  the  Asian  Development  Bank 
and  the  FAS  to  be  very  useful  in  the  focusing  of  the  governments 
on  the  need  for  reform,  reducing  the  government  sector,  and  in- 
creasing the  role  of  the  private  sector. 

It  is  unclear  what  will  be  asked  at  the  end  of  the  compact,  but 
I  think  that  the  stress  now,  as  my  colleague's  testimony  outlined, 
on  trade  and  investment  provisions  and  on  economic  reform,  is  the 
way  to  proceed  in  the  5  years  that  remain. 

Mr.  Bereuter.  You  have  a  comment  or  statement? 

Mr.  Stayman.  Yes.  I  would  point  out  that  your  assessment  is  es- 
sentially the  assessment  that  the  ADB  has  made  in  its  reports  that 
the  public  sector  has  expanded  well  beyond  the  capacity  of  their 
governments  to  support,  given  the  decline  in  U.S.  assistance. 

Fortunately,  the  ADB  process  has  given  them  a  mechanism  to 
develop  reform  programs.  They  have,  I  believe,  begun  to  take  the 
bull  by  the  horns  and  are  attempting  to  shrink  their  public  sector 
while  at  the  same  time  implementing  several  policies  to  stimulate 
development  in  the  private  sector. 

Particularly  in  the  FSM  and  Palau,  they  still  have  substantial 
resources  from  the  compact  that  were  either  set  aside  or  will  come 
in  the  future  and  those  can  be  used  as  subsidies  and  incentives  for 
private  sector  development. 

They  are  considering  policies  to  reduce  imports  and  promote  ex- 
ports. We  are  confident  that  they  have  now  made  that  transition 
mentally,  and  recognize  the  problems  that  they  are  facing.  They 
need  to  implement  the  plans  which  they  have  developed  in  coopera- 
tion with  the  ADB. 

Mr.  Bereuter.  One  of  the  things  that  concerned  me  clear  back 
in  the  early  1980's  was  the  amount  of  money  that  was  going  to  be 
spent  for  a  State  capitol  building  in  the  Federated  States  of  Micro- 
nesia. I  do  not  know  if  that  happened,  but  it  seemed  to  be  an  ex- 


13 

traordinary  amount  of  money.  And  then  I  looked  at  some  of  the 
buildings  that  were  being  built  with  American  taxpayers'  funds  at 
the  time,  and  clearly,  they  were  not  climate-friendly. 

The  Japanese  were  building  much  more  appropriate  buildings 
when  they  controlled  the  islands,  and  I  really  thought  that  the  way 
we  were  spending  our  money  at  that  time  was  extraordinarily  ill- 
advised. 

We  also  had  substantial  allegations — and  more  than  allega- 
tions— of  corruption  routinely  in  several  instances,  in  at  least  two 
of  the  three — perhaps  all  three  of  the  islands — and  I  was  dismayed 
about  that. 

What  has  been  the  progress  there,  if  any? 

Mr.  Stayman.  We  agree  that  corruption  is  a  problem.  The  com- 
pact constrains  our  ability  to  do  direct  law  enforcement  and  the  ap- 
proach we  have  taken  is  to  try  to  build  the  infrastructure  within 
the  countries,  particularly,  their  public  auditor  and  their  Inspector 
General's  offices. 

The  compact  does  provide  a  mechanism  for  us  to  assist. 

In  the  FSM,  the  trend  looks  better,  I  should  say,  because  the  gov- 
ernor of  Chuuk,  who  was  at  the  center  of  many  of  these  allegations, 
recently  was  forced  to  resign  after  being  impeached.  He  resigned 
before  his  trial. 

The  FSM  Federal  Gk)vernment  came  to  us  and  asked  for  assist- 
ance in  hiring  a  white  collar  crime  investigator.  We  were  able  to 
locate  an  expatriate  retiree  who  is  now  out  serving  with  their  pub- 
lic auditor  and  their  IG  to  assist  them  in  tracking  down  some  of 
these  allegations. 

The  picture  in  the  RMI  is  not  as  good.  There  has  been  a  pattern 
of  resignations  by  the  RMI's  professional  auditors.  We  believe  that 
the  independence  of  that  office  has  been  compromised. 

But  again,  we  are  doing  what  we  can  with  the  limited  tools  we 
have. 

Mr.  Bereuter.  My  time  has  expired,  but  I  would  just  observe 
that  the  State  of  Chuuk,  that  island  has  the  most  populace,  I  be- 
lieve, of  the  Federated  States  of  Micronesia,  and  it  is  providing  a 
very  significant  share  of  the  immigration  going  to  Guam  and  other 
places. 

I  yield  to  the  gentleman  from  California  for  his  time. 

Mr.  Berman.  Thank  you,  Mr.  Chairman.  Just  initially,  and  I 
think  you  sort  of  covered  this,  and  I  should  know  it,  but  what  is 
the  status  of  the  Northern  Marianas  now?  Is  that  just  considered 
U.S.  territory,  and 

Mr.  Stayman.  Yes,  they  are  a  U.S.  territory,  a  commonwealth. 

Mr.  Berman.  How  do  they  differ  in  status  from  Guam,  or 
Saipan? 

Mr.  Stayman.  Well,  the  capital  is  Saipan,  but  their  fundamental 
political  relationship  is  the  same  as  that  of  Guam;  both  are  U.S. 
territories. 

By  being  a  commonwealth,  that  means  that  they  have  a  constitu- 
tion that  was  locally  adopted;  as  is  the  case  with  Puerto  Rico,  the 
other  commonwealth. 

Mr.  Berman.  I  am  just  curious,  in  their  status  as  a  territory, 
measure  the  level  of  Federal  assistance  to  them  as  opposed  to  the 
other  three 
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Mr.  Stayman.  Saipan  gets  a  substantial  amount — I  am  trying  to 
do  the  numbers  in  my  head — right  now  it  is,  I  beheve,  around  $50 
to  $60  million  a  year  if  you  added  up  everything.  And  the  RMI,  we 
are  about  that  level.  With  the  FSM,  we  are  above  that  by,  I  would 
say,  maybe  $20  million. 

Mr.  Berman.  Is  this  a  population-based  distinction,  or  number  of 
people,  or 

Mr.  Stayman.  No,  in  all  cases,  the  amount  of  Federal  assistance 
was  essentially  negotiated,  and  their  ability  to  get  money  out  of  the 
United  States  depended  on  the  U.S.  negotiating  position  at  the 
time.  When  we  entered  into  negotiations  with  the  CNMI,  there  was 
an  intense  Department  of  Defense  interest  in  the  islands. 

Mr.  Berman.  To  talk  about  that  for  a  second,  what  is  the  strate- 
gic importance  of  the  Freely  Associated  States  to  the  United 
States? 

Ms.  Brazeal.  Well,  I  think  we  have  had  a  two-pronged  approach. 
We  have  the  fact  of  denied  access  which  is  worked  out  in  the  com- 
pacts as  that  third  countries  do  not  have  access  militarily  to  the 
area. 

And  then  we  also  have  the  Kwajalein  site  where  we  have  use  for 
missile  testing.  So  those 

Mr.  Berman.  Is  that  still  a  critical  need  for  us? 

Ms.  Brazeal.  To  this  point,  we  think  it  has  been  a  very,  very, 
beneficial  use  for  us  to  have  Kwajalein;  yes,  indeed. 

Mr.  Berman.  By  the  way,  does  our  military  have  access  to  the 
three  non-U. S. 

Ms.  Brazeal.  The  Associated  States?  Yes. 

Mr.  Berman.  Thank  you. 

Mr.  Bereuter.  Thank  you  very  much.  I  think  the  gentleman 
from  North  Carolina  was  here — do  you  have  a  question? 

The  gentleman  from  Washington. 

Mr.  Hastings.  I  just  have  one  question  here.  I  apologize  for  com- 
ing in  late,  but  you  made — and  I  do  not  pretend  to  know  all  the 
background  of  all  of  this,  but  you  made  an  observation  here  in  your 
written  statement  about  any  post-compact  arrangements  of  looking 
at  economic  growth  that  would  be  privately  funded  rather  than 
government  funded. 

Would  you  elaborate  on  that?  Or  maybe  you  did  in  your  state- 
ment, and  I  apologize  for  not  being  here  for  that,  but  would  you 
elaborate  on  that? 

Ms.  Brazeal.  Thank  you.  I  think  both  of  us  perhaps  could. 

What  we  had  in  mind  was  the  fact  that  in  1996,  contrary  to  20 
years  ago  when  the  compact  was  being  negotiated,  we  think  we 
have  learned  some  lessons,  one  of  them  being  that  the  private  sec- 
tor-led growth  is  much  better  than  public  sector-led  growth,  so  that 
we  have  been  working  through  funding  programs  through  the 
Asian  Development  Bank  with  the  Freely  Associated  States  to 
work  out  economic  reform  programs  that  would  increase  the  pri- 
vate sector's  role  in  reaching  self-sustaining  economic  growth,  and 
reducing  the  public  sector's  role. 

Mr.  Stayman.  That  is  essentially  correct.  Because  of  the  avail- 
ability of  all  this  Federal  financial  assistance,  it  was  easy  to  make 
the  decision  within  the  governments  to  use  that  money  to  expand 
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essentially  the  government  payroll.  There  were  clear  political  bene- 
fits. There  was  no  real  near-term  down  side  to  it. 

Mr.  Hastings.  Let  me  ask  this  and  ma;ybe  there  is  a  better  way 
to  ask  it,  the  Pacific  Rim  is  a  new  area  for  us,  obviously,  to  make 
investments  and  trade,  especially  cognizant  of  that  being  fi-om 
Washington  State. 

In  this  area,  have  you  received  any  ripple  effect  from  that  invest- 
ment that  is  going  on  in  that  area  that  you  can  quantify  at  all? 

Mr.  Stayman.  There  has  been  no  ripple  for  the  FAS  yet,  but  it 
may.  There  is  quite  an  interest  in  the  part  of  Asian  countries  to 
get  textiles  into  the  U.S.  market  and  they  have  tapped  a  little  bit 
into  Yap  and  Palau,  and  quite  heavily  into  Saipan  to  essentially  set 
up  textile  operations  there. 

The  other  area  of  significant  development  is  fisheries.  Japan  is 
a  very  hot  market  for  fresh  tuna,  and  the  FSM  in  particular  has 
this  very  significant  resource. 

Mr.  Hastings.  Thank  you. 

Mr.  Bereuter.  I  thank  the  gentleman. 

The  gentleman  from  American  Samoa. 

Mr.  Faleomavaega.  Thank  you,  Mr.  Chairman.  I  would  like  to 
offer  my  personal  welcome  to  Mr.  Stayman,  who  I  know  over  the 
years  probably  more  than  anyone  in  the  administration  of  these 
territories  and  knows  more  about  these  territories  than  anyone  can 
ever  remember.  We  certainly  welcome  him  for  offering  his  state- 
ment. 

Secretary  Brazeal,  were  not  you  at  one  time  being  considered  for 
Assistant  Secretary  of  Interior  and  Insular  Affairs  or 

Ms.  Brazeal.  Not  that  I  was  aware. 

[Laughter.] 

Mr.  Faleomavaega.  Somehow,  I  do  not  know,  I  thought  the 
name  was — anyway,  welcome,  also,  Ms.  Brazeal. 

Ms.  Brazeal.  Thank  you,  very  much. 

Mr.  Faleomavaega.  I  have  a  different  perspective,  Mr.  Chair- 
man, about  the  situation  here  at  Micronesia,  mainly  because  I 
think  we  have  to  remember,  too,  and  I  suppose  in  return  for  our 
joining  in  the  defense,  not  only  of  our  nation,  but  also  so  many  of 
these  island  groups  during  World  War  II,  but  interesting  enough, 
too,  immediately  after  World  War  II,  unilaterally,  would  you  say 
this  is  a  strategic  trust  with  or  without  the  opinions  of  the  United 
Nations?  We  just  went  in  and  declared  this  is  a  strategic  trust  of 
the  United  States  and  hands  off.  And  from  that  time  on,  this  is 
how  we  have  made  many  assumptions  that  unfortunately  were  not 
necessarily  for  the  benefit  of  so  many  of  these  island  groups,  be- 
cause we  made  assumptions  that  were  totally  wrong. 

We  assume  that  all  these  island  groups  were  all  the  same,  little 
grown  natives  sitting  under  the  coconut  trees,  and  eating  coconuts 
and  raw  fish,  and  they  have  the  same  habits,  the  same  culture,  the 
same  languages,  all  of  these  assumptions  that  we  made  over  the 
years,  we  even  established  a  Congress  of  Micronesia  for  them. 

So  as  time  went  on,  the  height  of  the  cold  war,  the  Soviet  Union 
pressing  us  in  the  Security  Council  that  we  were  a  colonial  power, 
we  changed  our  policy.  We  became  humanitarian  to  say  perhaps 
these  island  groups  after  all  are  separate  and  apart  from  each 
other.  And  this  is  the  reason  that  we  then,  what  I  felt,  was  a  very, 
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very,  significant  change  in  our  policy  where  we  treated  these  island 
groups  with  dignity,  and  giving  them  perhaps  even  a  sense  of  sov- 
ereignty after  400  years  of  being  subjected  to  colonial  powers,  and 
I  am  very  grateful  that  our  nation  has  taken  that  posture  where 
now  as  a  result  of  these  negotiations,  we  have  the  independent 
Federated  States  of  Micronesia,  the  independent  Republic  of  the 
Marshalls,  the  independent  Republic  of  Palau;  and  of  course,  the 
people  of  Saipan  chose  to  be  with  us;  and  now  we  have  a  common- 
wealth of  the  Northern  Marianas. 

My  concern,  Mr.  Chairman — and  I  would  like  Madam  Secretary, 
and  Mr.  Stayman  to  respond — ^yes,  we  have  given  them  approxi- 
mately, or  will  be  giving  them  approximately  $2  billion  in  economic 
assistance.  And  as  I  recall,  Mr.  Stayman,  you  stated  earlier  that 
was  our  intent,  and  with  the  original  provisions  of  the  intent  of  the 
compacts.  But  then  all  of  a  sudden,  we  pull  the  plug.  We  were  not 
honoring  our  commitments  in  giving  real  economic  social  develop- 
ment. Because  these  island  nations  basically,  I  would  say — and  I 
may  be  wrong — basically  are  about  50  or  60  years  behind  any 
measure  of  true  educational  level  needed  by  their  people  in  order 
to  be  advanced. 

And  so  the  concern  that  I  have,  we  pour  the  money  down  there, 
but  our  programs  just  kept  failing.  And  the  concern  that  I  have  is 
that — and  I  could  not  agree  more  with  Mr.  Stayman — we  kind  of 
do  patch  jobs,  "Band-aids"  by  giving  them  these  programs,  every- 
thing is  going  to  go  away  and  these  island  nations  are  going  to  be 
responsible. 

They  have  very  serious  social  economic  and  educational  problems 
right  now,  Mr.  Chairman.  And  I  do  not  think  there  has  been  that 
much  of  a  real  advancement  since  we  began  this  relationship  from 
not  only  1976,  but  as  well  as  from  1986. 

And  so  come  the  year  2001,  I  might  add,  $2  billion,  Mr.  Chair- 
man, is  nothing  compared  to  the  fact  that  these  islands,  sovereign 
nations,  have  given  up  their  sense  of  sovereignty,  sharing  their  ju- 
risdictions, not  only  by  way  of  their  200-mile  EEZ  zones.  For  a  50- 
year  period,  we  can  continue  building  our  military  installations. 
The  fact  of  the  matter  is  on  the  bottom  line,  our  real  only,  and 
only,  interest  in  these  island  groups  is  strategic  and  military,  and 
not  for  anything  else. 

So  in  the  process,  and  being  the  good  Americans  that  we  are — 
and  I  am  very  grateful  that  we  are  doing  this — for  humanitarian 
purposes,  our  commitment  also  is  to  seek  to  help  in  their  edu- 
cational needs.  And  this  is  where  I  feel  is  probably  the  most  lack- 
ing area,  an  area  that  we  totally  lack  in  really  giving  the  Microne- 
sians  real  serious  help,  and  this  is  education. 

I  know  my  time  is  up,  and  I  will  definitely  be  asking  more  ques- 
tions. 

Could  I  ask  Ms.  Brazeal,  and  also  Mr.  Stayman  to  respond  to 
this,  where  are  we  with  the  development  of  a  serious  educational 
program  for  these  island  States? 

Mr.  Stayman.  Let  me  say  first  off,  Mr.  Congressman,  that  I 
agree  generally  with  your  statement.  You  say  that  our  programs 
keep  failing.  I  think  there  has  been  a  very  long  history  of  the  Unit- 
ed States  out  there,  and  it  is  hard  to  argue  with  that  assessment. 
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But  what  has  happened  over  the  last  10  years  that  is  fundamen- 
tally different  is  that  the  programs  are  now  their  programs.  What 
we  did  is  we  put  the  money  in  there,  and  we  offered  the  technical 
assistance.  And  whatever  you  say  about  the  success  or  failure, 
learning  is  going  on.  The  institution  building  that  is  going  on  is  es- 
sential to  nation  building.  And  they  really  have  not  been  at  it  that 
long. 

When  you  look  at  history,  the  Micronesians  have  been  trying  to 
run  their  schools,  and  their  hospitals,  and  their  government  for, 
really,  only  10  years.  And  by  that  measure,  perhaps  they  are  not 
doing  so  badly. 

Specifically,  in  the  case  of  education,  there  is  a  specific  grant  for 
education.  Congress  recognized  when  it  passed  the  compact  that 
the  compact  funding  for  education  may  not  be  sufficient,  and  they 
made  two  significant  changes.  One  was  the  continuing  U.S.  pro- 
grams over  a  slow  phaseout  so  that  instead  of  ending  our  assist- 
ance when  the  clock  struck  midnight,  they  got  a  4-year  grace  pe- 
riod that  I  think  was  very  helpful. 

The  second  change  was  Congress's  extension  of  all  of  the  Pell 
grant  and  college  education  programs,  which  allowed  the  Microne- 
sians to  concentrate  their  efforts  on  primary  and  secondary  edu- 
cation. 

And  basically,  we  said,  "Do  not  worry  about  the  college  kids," 
and  even  some  of  the  JTPA. 

As  you  know,  you  have  helped  get  those  kids  into  Hawaii  and  get 
them  job  training. 

So  I  think  it  has  worked  fairly  well,  but  we  have,  I  think,  to  go 
back  and  understand  from  where  they  were  starting. 

Mr.  Faleomavaega.  Mr.  Chairman,  I  will  wait  for  another 
round,  but  I  would  like  to  ask  for  the  record  that  both  Secretary 
Brazeal  and  Mr.  Stayman  could  submit  for  the  record  where  ex- 
actly are  we  with  the  entire  educational  process  of  these  Microne- 
sian  Island  States. 

Mr.  Bereuter.  Without  objection,  that  will  be  a  committee  re- 
quest, a  subcommittee  request. 

The  gentleman  from  Guam,  Mr.  Underwood,  is  recognized. 

Mr.  Underwood.  Thank  you,  Mr.  Chairman,  and  welcome  to  Mr. 
Stayman  and  Secretary  Brazeal.  I  appreciate  your  comments  very 
much.  I  have  read  your  statements. 

The  basic  issue  of  how  to  deal  with  the  FAS  States,  of  course, 
touches  very  deeply  for  me  as  a  person  from  Guam.  I  suppose  I  am 
the  only  one  who  could  legitimately  claim  to  be  Micronesian  in  the 
House  of  Representatives,  and  I  take  a  very  serious  attitude  toward 
this  because  of  a  number  of  conditions  that  affect  Guam. 

Most  notably,  we  estimate  that  there  are  approximately  8,000 
citizens  of  the  Freely  Associated  States  who  have  migrated  to 
Guam  as  a  result  of  these  compacts,  and  that  remains  a  very  seri- 
ous policy  issue. 

But  before  I  really  address  that,  I  would  just  like  to  offer  a  com- 
ment or  two  about  the  nature  of  our  relationship  as  a  country  with 
the  United  States  with  these  Freely  Associated  States. 

Sometimes  there  may  be  the  tendency  to  view  these  States  as  if 
they  were  a  domestic  for  purposes  of  dealing  with  programs  and 
dealing  like  they  are  still  under  some  kind  of  tutelage  in  terms  of 


18 

the  relationship  with  them.  I  think  they  clearly  stand  on  their  own 
as  independent  nations. 

The  real  issue,  I  think,  is  for  us  and  for  the  Administration  to 
clearly  identify  what  are  the  national  interests  in  maintaining  the 
compacts,  and  what  is  the  national  obligation,  if  there  is  any.  And 
I  think  there  is  a  very  strong  residual  national  obligation  as  a  re- 
sult of  the  trust  territory  period,  and  what  was  alluded  to  by  the 
gentleman  from  American  Samoa  regarding  the  era  of  the  strategic 
trust  when  there  was  nuclear  testing,  and  when  there  were  CIA  ac- 
tivities in  Saipan,  and  there  were  a  whole  host  of  related  activities 
that  occurred  on  these  islands. 

But  still,  I  think  we  have  a  very  strong  national  interest  in  those 
islands,  and  sometimes  strategic  thinking  can  be  jarred  by  events. 

I  do  not  think  Guam  itself  was  thought  of  much  in  the  strategic 
equation  for  what  has  ultimately  proven  the  most  stable  element 
of  its  recent  response  to  the  problems  in  Iraq.  Guam  was  the  place 
from  which  an  attack  was  made  on  Iraq.  Guam  is  the  place  from 
which  the  evacuation  of  Kurds  is  now  taking  place. 

I  think  that  when  we  start  to  look  at  strategic  interests  and  na- 
tional interests,  we  do  not  think  necessarily  of  just  what  the  geo- 
graphic shape  of  things  look  like.  They  can  change  very  quickly 
with  technology. 

I  think  for  military  planners,  I  am  sure  that  they  were  glad  that 
Guam  was  between  Iraq  and  a  hard  place. 

[Laughter.] 

Mr.  Underwood.  And  so  I  am  sure  they  are  very  relieved  in  how 
they  used  Guam  in  that  instance. 

So  I  think  it  is  up  to  the  Administration  to  articulate  that  a  little 
bit  more  fully. 

I  certainly  stand  in  favor  of  renegotiating  the  compacts.  I  think 
they  are  marvelous  neighbors.  Certainly  Guam  has  a  kind  of  an 
awkward  situation,  and  I  discussed  that  a  little  bit  with  you.  Sec- 
retary Brazeal. 

I  want  to  draw  attention  to  simply  two  questions,  one  I  ask, 
Madam  Secretary,  in  your  written  testimony,  you  indicate  that 
there  is  the  possibility  of  the  limitation  of  habitual  residents  as  au- 
thorized by  the  compact. 

Is  it  your  understanding  that  the  compact  States  themselves 
agree  with  that  interpretation  of  the  compacts? 

Ms.  Brazeal.  Frankly,  I  am  not  sure  if  there  is  full  agreement. 
I  think  that  that  is  an  issue  that  we  should  look  at  in  the  next  5 
years. 

However,  given  the  concerns  of  Guam  that  we  are  well  aware  of, 
it  is  something  we  would  want  to  work  out,  consult  with  you  on  as 
well. 

But  I  think  there  is  a  difference  of  interpretation  as  to  how  long 
habitual  residence  is.  Mr.  Stayman  may  know  more. 

Mr.  Underwood.  Perhaps  you  would  like  to  respond  to  that 
briefly,  Mr.  Stayman.  What  is  the  view  of  what  habitual  resident 
standards  means? 

Mr.  Stayman.  The  compact  is  pretty  clear  that  it  means  resi- 
dents of  over  1  year.  The  United  States,  I  believe,  has  never  gotten 
a  formal  petition  from  Guam  or  Hawaii,  and  certainly  not  from 
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CNMI  which  controls  its  own  immigration  to  implement  this  provi- 
sion. 

Nevertheless,  we  have  had  discussions  with  INS  about  if  we  were 
to  go  down  that  road,  what  would  be  involved.  And  one  of  the  key 
questions  is  what  about  people  who  are  employed,  and  what  about 
people  who  are  in  school. 

It  is  pretty  clear  that  the  compact  intended  for  people  who  are 
in  school,  and  who  are  employed,  and  contributing  to  the  economy 
would  be  able  to  remain  so  long  as  they  were  in  one  of  those 
statuses. 

The  real  question,  of  which  you  are  keenly  aware,  is  what  about 
people  who  are  just  soaking  up  Federal  and  local  resources,  and 
not  contributing  to  the  economy.  And  I  think  it  is  reasonable  to  in- 
terpret the  congressional  intent  as  being  the  purpose  of  the  limit 
on  habitual  residence.  Although,  again,  we  have  not  engaged  the 
issue  formally. 

Mr.  Underwood.  Mr.  Chairman,  I  have  a  series  of  questions 
that  I  would  like  to  submit  for  the  record,  so  that  they  could  re- 
spond to  those. 

Mr.  Bereuter.  Without  objection  that  will  be  the  order  of  the 
subcommittee. 

Mr.  Underwood.  And  I  just  want  to  make  a  last  comment,  with 
your  permission.  Madam  Secretary,  I  am  glad  that  you  indicated 
that  you  would  be  consulting  with  us. 

One  of  the  most  difficult  elements  for  Guam  in  dealing  with  the 
issue,  since  the  implementation  of  the  compacts  affect  the  Federal 
treasury,  but  the  implementation  of  the  compacts  in  terms  of  hu- 
manity affects  Guam  far  more  than  any  other  jurisdiction,  and  it 
is  a  source  of  some  consternation,  of  course,  that  Guam  was  not 
consulted  in  the  process,  no  one  solicited  our  views. 

The  compact  was  simply  negotiated  without  our  input,  and  this 
issue  was  brought  to  my  attention  in  my  visit  to  the  office  in 
Pohnpei  in  which  I  asked  what  was  the  role  of  Guam  concerns  in 
the  State  Department;  and  they  frankly  told  me  none. 

And  I  was  shocked,  given  the  fact  that  the  concerns  of  the  people 
of  Guam  are  a  major  part  of  this  relationship. 

Mr.  Bereuter.  One  of  the  concerns,  of  course,  is  the  costliness 
of  air  transport,  and  economic  development  to  some  extent  depends 
upon  adequate  air  service. 

Certainly  if  you  look  at  what  has  happened  in  Saipan  becoming 
a  tourist  destination  for  Japanese  and  other  populations,  particu- 
larly for  newlyweds,  fortunately  protected  by  the  nonalienation  of 
the  land  so  that  the  income  remains  more  in  the  hands  of 
Marianans. 

I  recall  that  Continental  Air  Lines  was  serving  when  we  visited, 
although  we  did  not  use  it,  and  now  I  think  that  is  not  the  case. 

I  notice  that,  according  to  statistics,  the  Marshalls  provide  6.5 
percent  of  its  GDP  to  subsidize  its  airline,  which  is  a  large  amount, 
of  course,  and  I  am  sure  that  is  not  $5  million. 

Palau,  for  example,  has  the  Rock  Islands,  which  certainly  must 
be  one  of  the  most  beautiful  sites  on  earth,  and  it  has,  what  are 
in  the  correct  sense  of  the  word,  unique  flora  and  fauna  in  the  la- 
goons and  atolls  that  have  been  described  by  many  sources.  It 
would  seem  that  that  small  island  nation  does  have  a  tourism  po- 
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tential,  but  I  am  not  sure  if  any  effort  is  being  made.  And  I  am 
also  concerned  about  the  need  to  protect  the  Rock  Islands  so  that 
the  tourism  and  potential  port  use  of  that  area  would  not  damage 
what  was  there. 

What  is  being  done,  if  anything,  by  Palau,  what  is  being  consid- 
ered by  the  Asian  Development  Bank  or  others,  to  address  the 
problems  of  adequate  air  transportation? 

Ms.  Brazeal.  a  couple  of  things.  Continental  is  still  serving — or 
Air  Micronesia,  Continental/Air  Micronesia,  is  still  serving  the 
area. 

Mr.  Bereuter.  Off  and  on,  then,  apparently. 

Ms.  Brazeal.  Yes.  Within  the  context  of  our  discussions  with  the 
South  Pacific  nations  collectively,  beyond  the  FAS,  we  have  this 
Joint  Commercial  Commission.  And  within  that  context,  we  are 
looking  at  aviation  issues  in  the  Pacific,  among  island  nations,  to 
try  to  find  a  way  to  strengthen  the  service,  eliminate  bottlenecks, 
and  have  that  contribute  to  commercial  development  and  trade. 

So,  in  the  broadest  Pacific  context,  we  are  looking  at  aviation. 

In  the  FAS  itself,  I  am  not  aware  of  any  increase  by  Continental 
in  its  service  there,  but  I  think  that  merits  discussion  to  see  if  ex- 
pansion is  possible. 

Mr.  Bereuter.  Do  they  receive  any  kind  of  subsidy? 

Ms.  Brazeal.  Continental/Air  Micronesia?  No.  Not  to  my  knowl- 
edge; they  do  not.  In  fact,  I  think  it  is  a  rather  profitable  route  for 
them,  although  I  am  speaking  of  sometime  ago  when  I  was  there, 
they  were  traveling  full  most  of  the  time. 

I  think  there  is  a  bottleneck,  though,  for  cargo  in  transportation 
of  goods  to  get  out  of  the  FAS  into  other  markets. 

I  also  think  that  the  governments  are  taking  some  hard  deci- 
sions, and  the  ADB  had  recommended  that  the  Republic  of  the 
Marshall  Islands  end  their  lease,  their  flights,  to  Hawaii,  and  I 
think  they  are  beginning,  they  have  taken  that  decision,  or  are  be- 
ginning to  take  those  decisions,  to  cut  losses  that  are  draining  the 
treasury.  And  I  think  that  also  the  United  States,  Japan,  and 
Palau,  are  establishing  a  coral  reef  center,  which  will  get  at  some 
of  the  environmental  concerns,  but  keep  the  focus  on  developing 
the  tourism  industry. 

Mr.  Bereuter.  Thank  you.  I  have  a  couple  of  quick  more  ques- 
tions, a  couple  of  additional  questions,  for  you  to  address  quickly. 

Why  was  the  State  Department's  office  covering  the  FAS  merg- 
ing the  office  of  Pacific  island  affairs? 

Ms.  Brazeal.  I  think  that  was  resource-driven,  in  terms  of  what 
we  get  from  the  Congress,  and  merging  some  of  our  operations  so 
that  we  can  be  more  effective  with  fewer  people. 

But  second,  I  think  it  was  a  recognition  that  the  FAS  are  inde- 
pendent countries,  and  are  members,  for  example,  of  the  South  Pa- 
cific forum,  that  we  should  be  looking  at  all  of  the  island  countries 
together. 

There  were  sort  of  two  causes  that  I  am  aware  of  why  they  were 
merged. 

Mr.  Bereuter.  Does  this  create  any  difficulties  in  our  joint  re- 
sponsibilities among  various  Federal  agencies  to  work  with  them 
during  this  compact  period  for  the  three  FAS? 
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Ms.  Brazeal.  Well,  I  think  that,  frankly,  the  constraints  that  we 
have  been  experiencing  recently  in  recent  years  on  our  resources, 
has  made  it  more  difficult  to  do  the  coordinating  role  within  the 
U.S.  Government.  It  does  take  some  intensive  work  by  several  peo- 
ple to  focus  in  on  the  issues  and  make  sure  that  there  is  an  inter- 
agency process  that  is  efficient  and  focused.  That  has  been  difficult. 

Mr.  Bereuter.  How  have  the  department's  current  budget  levels 
negatively  affected  your  responsibilities  with  respect  to  the  FAS  to 
implement  the  compacts?  If  at  all.  This  is  a  softball  for  you. 

Ms.  Brazeal.  Well,  it  is  except  in  a  way,  I  do  not  want  to  mis- 
lead anyone.  In  terms  of  the  details,  I  really  cannot  give  you  that 
today,  because  I  am  relatively  new.  But  I  think  that  overall,  the 
lack  of  resources  that  we  have  had  has  made  it  difficult  to  keep 
fully  staffed  our  embassies,  made  it  difficult  for  us  to  carry  out  the 
kinds  of  travel  and  investigation  we  should  be  carrying  out  because 
these  islands  are  far  flung,  and  there  is  a  need  to  visit  and  see 
what  is  going  on.  I  think  there  is  difficulty,  as  I  mentioned,  within 
the  Washington  context  of  keeping  the  interagency  process  up  and 
running  in  an  efficient  and  focused  way. 

Mr.  Bereuter.  Just  one  more  question  for  either  of  you  to  re- 
spond to.  It  is  days  like  today  when  I  see  the  inadequacy  of  the 
oversight  function  for  the  Congress  in  approaching  an  issue  as  im- 
portant and  as  complex  as  this  issue. 

What  would  you  say  would  be  the  next  appropriate  steps  for  this 
subcommittee  and  for  the  subcommittee  on  the  natural  resources 
to  continue  its  oversight  investigation,  examination  of  FAS  issues? 
What  do  we  do  next? 

Mr.  Stayman.  As  I  said  in  my  statement,  I  think  it  is  great  that 
you  have  held  this  hearing,  and  you  have  heard  from  your  col- 
leagues about  the  interests  that  they  have  as  internally  the  Admin- 
istration begins  to  develop  policies  for  the  future.  I  think  it  is  im- 
portant to  have  oversight  on  those  so  that  there  is  sufficient  com- 
munication between  the  Administration  and  Congress  on  what 
those  interests  are,  and  that  we  have  a  policy  that  will  get  support, 
if  and  when  it  comes  up  to  the  Congress. 

Ms.  Brazeal.  I  hesitate  to  suggest  a  series  of  hearings,  but  I 
think  another  hearing  at  an  appropriate  time  would  be  very  useful 
to  get 

Mr.  Bereuter.  What  do  you  think  we  should  focus  on? 

Ms.  Brazeal.  Well,  I  think  we  should  focus  on  which  programs 
under  the  compact  should  perhaps  be  retained  or  privatized,  or 
eliminated,  and  I  think  that — it  is  difficult  to  give  a  timeframe  that 
will  not  be  in  the  near  term,  but  as  we  begin  to  refine  that  think- 
ing within  the  government,  I  think  that  would  be  a  useful  focus. 

Mr.  Bereuter.  Thank  you  very  much.  I  am  going  to  turn  the 
clock  off  and  let  the  two  gentleman  left  on  the  panel  use  what  time 
they  would  like.  I  consider  you  to  be  the  experts  and  the  people 
most  likely  to  be  affected. 

Mr.  Faleomavaega. 

Mr.  Faleomavaega.  Thank  you. 

Under  the  provisions  of  the  compact.  Madam  Secretary,  am  I  cer- 
tain that  the  State  Department  is  and  will  be  the  lead  agency  to 
coordinate,  to  appoint,  to  be  the  point  agency  when  we  begin  an- 
other round  of  negotiations  for  the  next  5  years  leading  to  the  ter- 
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mination  of  the  first  15-year  period?  Is  the  State  Department  the 
lead  agency  that  will  be  doing  this? 

Ms.  Brazeal.  Yes,  that  is  my  understanding,  and  my  expecta- 
tion. 

Mr.  Faleomavaega.  What  is  the  Administration  currently  doing 
now  in  terms  of  its  plans  to  begin  this  process  of  coordination  in 
getting  negotiators  in  place? 

Ms.  Brazeal.  We  are  trying  right  now  to  reinvigorate  the  inter- 
agency process  that  I  briefly  mentioned  in  my  testimony  to  pull  all 
of  the  agencies  within  the  U.S.  Government  together  to  begin  to 
discuss  what  it  is  that  we  should  appropriately  focus  on.  We  have 
not  moved  to  get  negotiators.  It  is  a  bit  too  early  for  that  to  some 
extent. 

But  I  think  that  this  hearing  really  has  helped  galvanize  and 
focus  the  interest  within  the  U.S.  Government  to  know  that  there 
is  congressional  interest  so  that  we  can  perhaps  feed  some  of  your 
concerns  into  that  process.  But  what  we  are  doing  right  now  is  re- 
invigorating  the  process. 

Mr.  Fai^omavaega.  I  am  not  clear  in  your  response.  Madam 
Secretary.  What  I  am  trying  to  state  for  the  record,  I  just  want  to 
pursue  this,  the  Secretary  of  State  is  going  to  be  the  lead  person 
that  is  going  to  be  administrating  and  coordinating  the  entire  nego- 
tiations process  with  these  three  States,  am  I  correct? 

Ms.  Brazeal.  That  is  my  understanding. 

Mr.  Faleomavaega.  The  interagency  group  is  just  a  consultation 
from  other  agencies,  their  views,  to  the  Secretary  of  State  who  is 
going  to  be  the  lead  person  that  is  going  to  be  negotiating  these 
things? 

Ms.  Brazeal.  That  is  correct.  But  because  these  different  agen- 
cies carry  out  programs  and  conduct  programs  in  the  FAS,  they 
have  a  certain  expertise  that  we  need  to  pull  together. 

Mr.  Faleomavaega.  I  understand  that.  But  this  is  just  on  a  con- 
sultation basis — the  Secretary  of  State  is  going  to  be  making  the 
final  decisions,  that  is  what  I  am  trying  to  get  at. 

Ms.  Brazeal.  Yes.  It  is  my  belief  that  that  will  happen. 

Mr.  Faleomavaega.  Well,  I  have  heard  that  before,  too,  because 
I  know  there  is  a  constant  rivalry  existing  between  the  Department 
of  Defense  and  the  Department  of  State,  and  if  there  were  things 
for  a  better  sense  of  political  development,  and  my  humble  opinion 
in  this  the  region  of  the  world.  Department  of  Defense  has  the 
upper  hand,  because  this  is  strictly  on  a  strategic  basis. 

Ms.  Brazeal.  The  Department  of  Defense  will  play  a  big  role,  as 
in  the  process  of  developing  our  positions.  We  will  also  nave  the 
National  Security  Council,  no  doubt,  involved  as  part  of  the  process 
as  well. 

Mr.  Faleomavaega.  So  there  really  is  nothing  on  the  planning 
books  right  now  at  this  immediate  moment  as  far  as  the  State  De- 
partment is  concerned? 

Ms.  Brazeal.  Other  than  our  reinvigorating  that  interagency 
task  force,  no,  there  is  not. 

Mr.  Faijcomavaega.  OK  My  concern — and  Mr.  Stayman  can 
help  me  out — as  I  recall  during  the  Carter  administration,  a  White 
House  paper  was  developed,  and  one  of  the  concerns  that  our  pol- 
icymakers in  Washington  had  was  the  fact  that  dealing  with  the 
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insular  areas  and  even  with  Micronesia,  just  was  not  on  the  map. 
Visibility  and  any  sense  of  importance,  and  when  you  talk  about 
these  island  territories,  it  was  not  even  to  give  them  the  time  of 
day.  So  one  of  the  recommendations  the  Carter  administration 
made  was  that  we  set  up,  or  develop,  or  establish,  an  Assistant 
Secretary  of  Territorial  International  Affairs. 

Now,  in  the  process,  in  the  last  2  years,  we  have  now  terminated 
that  position.  Assistant  Secretary  of  Territorial  and  International 
Affairs.  But  now,  because  of  the  downsizing  of  the  programs,  we 
now  have  a  director  in  charge  of  the  Office  of  Territorial  Affairs. 

I  am  just  wanting  to  express  the  concern  that  if  really  we  are 
lessening  the  importance  of  these  areas  for  our  policymakers  to 
make  decisions  on,  or  is  it  a  sense  of  because  of  downsizing  Micro- 
nesia is  not  going  to  be  on  the  map,  and  it  does  not  have  a  very 
high  priority  as  far  as  our  discussions  or  policies  are  going  to  be 
made.  Maybe  Mr.  Stayman  can  respond,  or 

Mr.  Stayman.  Yes,  if  I  could.  I  think  what  has  happened  is  there 
has  been  a  bit  of  a  division  on  issues  that  relate  to  status  and  have 
a  much  greater  impact  both  on  the  people  in  the  islands  and  on  the 
Federal  Government.  You  see  that  in  the  case  of  Guam. 

Even  though  the  Assistant  Secretary  of  the  Interior  was  elimi- 
nated, at  the  same  time — we  have  not  formally  stated  this,  but  you 
may  see  the  pattern  emerging — when  status  issues  come  up,  those 
are  delegated  outside.  In  this  case,  it  was  delegated  to  the  Under- 
secretary. And  for  the  Freely  Associated  States,  under  Reagan, 
there  was  a  task  force  as  the  Ambassador  mentions,  established. 
Its  authority  derived  from  the  the  White  House,  from  the  National 
Security  Council. 

So  to  the  extent  an  issue  arises  that  is  significant,  there  is  a 
mechanism  in  place  to  automatically  raise  that  with  the  White 
House. 

So  while  it  may  appear  that  the  elimination  of  the  Assistant  Sec- 
retary, and  the  incorporation  of  FAS  is  demoting  these  issues, 
there  are  mechanisms  there  to  move  significant  issues  to  higher 
levels. 

Mr.  Faleomavaega.  Mr.  Stayman,  you  mentioned  that  there  are 
four  basic  areas  of  the  compact,  and  you  rightly  did  describe  that 
one  of  the  areas,  economic  development,  and  mentioned  also — cor- 
rect me  if  I  was  wrong — that  this  is  one  area  that  has  been  a  fail- 
ure on  the  part  of  the  Congress,  and  I  suppose,  in  giving  you  prop- 
er resources  to  really  pursue  this  important  sector,  or  this  impor- 
tant section  of  the  compact.  And  that  is  serious  economic  develop- 
ment, because  the  fact  is,  I  do  not  think  we  have  been  very  success- 
ful in  the  process. 

And  let  me  tell  you  one  thing  that  I  know  that  has  been  the 
problem  with  most  microstates — even  my  own  district  is  no  excep- 
tion— I  do  not  care  how  much  money,  I  do  not  care  how  much  ex- 
pertise that  we  even  get  from  the  outside  to  help  these  people,  but 
if  these  people's  level  of  education  is  not  up  to  par,  one  or  two 
things  are  going  to  automatically  happen;  one,  you  are  going  to  get 
expatriates  to  do  it  for  them,  which  I  think  is  significantly  now 
happening  in  some  of  these  island  States. 
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Two,  as  long  as  these  people  do  not  have  the  proper  education, 
we  are  going  to  have  to  continually  have  the  nondevelopment  of  the 
private  sector. 

So  I  go  back  again  to  my  basic  thesis,  and  the  fact  that  edu- 
cation, if  this  is  emphasized  in  your  discussions  with  the  inter- 
agency group  or  is  this  just  a  matter  of  them  left  to  themselves, 
they  have  to  find  their  own  way  of  measuring  their  own  edu- 
cational standards,  and  if  in  fact,  this  is  really  important  or  not. 

But  I  consider  it  to  be  the  heart  and  soul  of  any  economic  and 
social  development  of  these  areas  if  education  is  not  the  foundation. 
And  I  just  wanted  to  ask  your  statement  if  I  am  off  the  boat  on 
this. 

Mr,  Stayman.  I  agree  completely  with  you,  success  or  failure  in 
development  and  institution  building  depends  on  the  quality  of  the 
education  of  the  people.  The  threshold  decision  was  made  that  U.S. 
programs  were  not  relevant  to  the  islands.  I  mean,  we  were  train- 
ing, or  educating  kids  on  the  presumption  that  they  were  going  into 
the  U.S.  job  market  and  were  going  on  to  U.S.  colleges. 

Such  an  education  was  not  necessarily  appropriate.  The  decision 
was:  let  us  give  the  FAS  the  resources  to  develop  curricula  and 
schools  that  meet  the  job  opportunities  they  have,  based  on  the 
needs  that  their  countries  have. 

And  I  still  think  that  is  fundamentally  the  best  approach.  There 
needs  to  be  a  good  coordination  between  their  teachers  and  plan- 
ners to  help  them  through  that  process  of  determining  what  skills 
are  needed,  and  how  do  yx)u  prepare  people  to  undertake  those  jobs. 

And  Congress  has  been,  I  think,  quite  flexible.  Other  programs 
have  been  extended.  I  did  not  go  through  the  litany  of  changes  and 
extensions  Congress  has  made;  but  one  of  them  is  the  Pacific  Re- 
gional Education  Laboratory,  which  has  been  extremely  helpful  to 
the  teachers  out  there,  and  both  of  you  have  been  engaged  in  a 
closeup  program.  I  think  that  has  been  very  educational  in  getting 
both  teachers  and  students  to  understand  what  it  is  to  run  a  gov- 
ernment, and  to  see  our  government  in  action,  and  to  have  tech- 
nical assistance  available. 

Mr.  Faleomavaega.  The  bottom  line.  Madam  Secretary,  these 
Micronesian  States  are  still  fundamentally  part  and  soul  of  our 
commitment  in  this  region  as  far  as  to  its  importance  to  our  na- 
tional framework, 

Ms.  Brazeal.  Well,  we  believe  the  compact  reflects  the  interest 
that  we  have  right  now  at  the  moment.  And  as  I  said  on  the  secu- 
rity side,  to  this  date,  we  believe  that  the  defense  arrangements 
have  been  working  well,  and  are  in  the  interests  of  both  the  United 
States  and  the  FSM. 

I  wanted  to  address  your  education  issue,  too.  I  firmly  believe 
education  is  very  important  and  I  know  that  the  colleges  out  there 
have  been  going  through  some  growing  pains — we  have  supported 
that,  and  I  nave  not  been  out  there  yet  to  look,  but  my  understand- 
ing is  that  the  colleges  to  a  certain  degree  have  attracted  good  ad- 
ministrators, many  of  them  local,  and  that  the  educational  systems 
are  getting  benefits  ft-om  that. 

I  also  think  that  their  FSM,  or  FAS  citizens  who  have  the  edu- 
cation, will  come  back  home  when  their  jobs  are  in  the  economy 
that  they  can  pursue  their  own  interests. 
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So  that  is,  again,  why  we  are  emphasizing  the  private  develop- 
ment. People  will  come  back  is  one  of  my  beliefs  as  well. 

Mr.  Faleomavaega.  Thank  you,  Mr.  Chairman. 

Mr.  Bereuter.  You  are  welcome.  We  do  have  a  second  panel. 

The  gentleman  from  Guam. 

Mr.  Underwood.  Thank  you,  Mr.  Chairman. 

In  the  line  of  discussion  about  who  is  ultimately  going  to  have 
the  final  say  in  negotiations  with  the  compact  States,  has  the  deci- 
sion to  renegotiate  the  compact  been  made? 

Ms.  Brazeal.  No,  there  has  been  no  decision  yet  to  renegotiate 
the  compact. 

Mr.  Underwood.  OK.  Because  the  way  the  discussion  was  going, 
I  assumed  that.  I  mean,  I  would  be  interested  to  hear  if  that  deci- 
sion has  been  made,  but  apparently  not. 

I  would  like  to  just  kind  of  frame  the  discussion  a  little  bit  in 
terms  of  looking  at  the  whole  Micronesian  area  as  one  region.  One 
of  the  issues  that  you  raised,  and  the  chairman  raised  in  the  course 
of  discussing  economic  development  in  Micronesia  is  the  role  of 
Continental/Air  Micronesia. 

Now,  Continental/Air  Micronesia's  operations,  hub  operations, 
are  out  of  Guam.  A  negotiation  of  their  routes  out  of  Guam  are  gov- 
erned by  bilateral  arrangements  with  other  countries,  and  Guam  is 
not  given  the  kind  of  flexibility  to  deal  with  that.  And  then  in  a 
sense,  because  Guam  is  tied  economically,  and  as  you  well  know, 
Guam  is  in  my  respects,  the  kind  of  the  New  York  City  for  Micro- 
nesia, everyone  from  Micronesia  goes  through  Guam  at  one  point 
or  other  in  their  existence,  and  so  the  whole  nature  or  how  the  eco- 
nomic development  approaches  to  Micronesia  must  include  some 
attention  to  what  is  going  on  in  Guam  and  the  CNMI,  and  must 
somehow  consider  into  that  equation  the  kind  of  flexibility  that 
those  areas  either  have  or  do  not  have  in  response  to  some  of  the 
issues  that  have  been  raised;  most  notably,  right  now  on  the  issue 
of  air  routes. 

Guam  is  the  hub  for  that.  Guam  is  a  transshipment  point  for 
cargo  that  is  brought  into  at  least  the  central  and  western  part  of 
Micronesia.  So  the  question  that  I  have  is  has  there  been  a  lot  of 
discussion  or  attention  given  to  looking  at  those  dimensions?  And 
either  one  of  you  can  answer. 

Ms.  Brazeal.  I  think  on  the  aviation  side,  again,  in  the  broader 
context  of  South  Pacific  island  nations,  we  have  an  interest  in  look- 
ing at  aviation  issues.  We  have  not  yet  to  my  knowledge  looked  at 
them  specifically  for  the  Freely  Associated  States,  but  I  think  it  is 
crucial  to  do  that.  When  I  was  there,  I  knew  there  were  bottlenecks 
on  the  aviation  side.  I  think  they  still  exist,  and  it  is  something  to 
discuss. 

I  do  not  believe  we  have  had  that  kind  of  concentrated  attention 
yet  within  the  executive  branch. 

Mr.  Underwood.  It  is  also  my  understanding,  and  certainly  the 
Freely  Associated  States  are  free  to  do  so,  to  engage  in  bilateral  ar- 
rangements with  other  countries  in  Asia  for  assistance  and  tech- 
nical assistance,  and  any  kind  of  programmatic  help  that  they  can 
give.  I  would  think  that  it  would  be  a  mark  of  American  national 
leadership  to  help  facilitate  that  kind  of  multilateral  approach  to 
the  development,  the  economic  development,  of  the  areas. 
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And  to  some  extent,  I  do  not  know  whether  that  has  been  given 
a  lot  of  consideration,  but  it  certainly  seems  appropriate  given 
America's  own  leadership  role  in  the  Pacific  Basin,  and  in  the  Pa- 
cific rim.  And  has  any  attention  been  given  to  that? 

Ms.  Brazeal.  Yes,  there  has  been  attention  to  coordinating  with 
other  donors.  In  particular — and  I  think  Mr.  Stayman's  testimony 
mentioned  that  point. 

Mr.  Stayman.  Yes,  I  can  expand  a  bit.  I  mentioned  the  ADB 
teams,  and  I  emphasized  one  of  their  roles  was  putting  economists 
into  those  countries. 

A  second  role  that  they  have  under  the  grant  is  to  coordinate 
technical  and  program  and  financial  assistance  that  is  coming  from 
the  United  States  with  the  aid  from  other  donors,  and  international 
bodies  such  as  ADB.  Each  year,  I  assume  it  is  always  in  Manila 
at  ADB  headquarters,  all  of  the  donors  do  get  together  and  go 
through  a  process  of  trying  to  coordinate  what  it  is  they  are  giving. 
They  attempt  to  make  sure  they  are  trying  to  minimize  overlaps, 
and  holes.  So,  this  coordination  was  specifically  written  into  an  In- 
terior grant  to  ADB. 

Mr.  Underwood.  Very  good.  Thank  you. 

Mr.  Bereuter.  Thank  you,  Mr.  Underwood. 

Thank  you,  Ambassador,  and  Mr.  Stayman. 

We  will  now  call  the  second  panel. 

The  second  panel  will  consist  of  the  Honorable  M.  James 
Wilkinson,  former  U.S.  Deputy  Representative  on  the  U.N.  Security 
Council;  Dr.  Gustav  Papanek,  president,  Boston  Institute  for  Devel- 
oping Economies,  Limited;  and  Mr.  Howard  L.  Hills,  attorney,  law 
office  of  Howard  Hills. 

Gentleman,  thank  you  for  your  patience,  and  for  the  subcommit- 
tee helping  to  educate  itself  about  the  Freely  Associated  States, 
and  Micronesia,  generally. 

I  think  I  will  call  upon  you  in  the  way  you  are  listed.  As  I  men- 
tioned, your  entire  statements  will  be  made  a  part  of  the  record, 
and  we  appreciate  the  fact  if  you  would  summarize  your  remarks 
in  a  reasonable  fashion. 

And  so  first,  we  will  call  upon  the  Honorable  M.  James 
Wilkinson. 

Mr.  Wilkinson. 

STATEMENT  OF  HON.  M.  JAMES  WILKINSON,  FORMER  U.S.  AM- 
BASSADOR AND  HEAD  OF  DELEGATION  TO  THE  U.N.  TRUST- 
EESHIP COUNCIL 

Mr.  Wilkinson.  Thank  you,  Mr.  Chairman.  As  I  stated  in  my 
formal  statement,  I  think  this  hearing  is  timely  and  appropriate  to 
move  ahead  on  issues  that  I  do  not  find  quite  as  fuzzy  or  difficult 
as  some  of  my  former  colleagues  in  the  State  Department. 

Let  me  try  and  summarize  my  views  on  three  points: 

What  are  U.S.  interests?  What  is  our  strategy,  or  what  should 
our  strategy  be  to  promote  those  interests?  And  what  are  the  pro- 
gram issues  that  come  within  that  strategy/? 

In  the  starting  point  of  U.S.  interests,  the  situation  is  clearly  dif- 
ferent today  from  what  it  was  before.  But  I  for  one,  Mr.  Chairman, 
do  not  find  it  quite  so  mysterious. 
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On  the  security  side,  we  have  a  global  national  security  strategy 
predicated  on  forward  presence.  And  the  linchpin  of  the  forward 
presence  in  Asia  is  our  military  presence  on  Guam,  as  was  men- 
tioned by  Mr.  Underwood  particularly,  and  some  supplementary  fa- 
cilities on,  or  use  of,  the  Northern  Marianas. 

The  space  between  Guam  and  Hawaii  is  largely  occupied  by  the 
Freely  Associated  States.  It  seems  to  me  that  no  matter  how  you 
slice  it,  Guam  is  going  to  be  the  linchpin  of  our  forward  military 
presence  that  can  project  power  into  East  Asia,  and  across  to  Iraq 
when  necessary,  and,  if  that  is  the  case,  then  it  is  in  our  interest 
to  have  a  stable  prosperous  rear  and  flank  which  is  what  the  Free- 
ly Associated  States  constitute. 

That  does  not  mean  that  they  have  to  be  military  States  or  run 
by  the  Department  of  Defense.  The  important  thing  is  their  stabil- 
ity and  our  ability  to  be  aware  of  what  is  going  on  and  to  influence 
what  is  going  on  in  that  area. 

That  to  me  is  an  enduring  national  interest  that  we  do  not  have 
to  stop  and  think  about  for  another  3  or  4  years,  and  that  can  be 
our  starting  point  for  our  strategy  today. 

The  second  major  U.S.  interest  is  the  global  environment.  There 
is  an  enormous  expanse  of  ocean  associated  with  the  Freely  Associ- 
ated States.  We  have,  if  you  will,  a  sort  of  inside  track  by  the  close 
association  that  we  have  with  them.  An  ounce  of  prevention  is 
worth  a  pound  of  cure.  We  have  a  national  interest  that  we  ought 
to  recognize  and  pursue  with  vigor  in  helping  the  Freely  Associated 
States  to  protect  the  environment.  And,  environments  are  most  vul- 
nerable when  they  are  open  to  economic  exploitation.  So  there  is 
this  very  close  linkage  where  our  role  in  economic  development 
matters  has  a  direct  relationship  to  our  hopes  for  sustainability  of 
the  marine  environment  out  there. 

The  other  global  issue  which  was  mentioned  earlier  is  crime, 
global  crime.  There  are  lots  of  examples  of  small  States  which  did 
not  have  the  resources  to  resist  the  enormous  amount  of  money 
that  is  available  to  criminal  elements,  money  launderers,  narcotics 
peddlers,  and  so  forth. 

It  seems  to  me  that  particularly  because  of  the  close  association 
the  Freely  Associated  States  have  with  the  United  States,  it  is  in 
American  national  interest  to  devote  resources  and  to  give  priority 
to  the  creation  of  a  climate  there  that  precludes  as  best  we  can  the 
introduction  of  criminal  elements. 

As  I  say,  these  do  not  seem  such  mysterious  U.S.  interests  to  me: 
national  security,  environment,  and  global  crime.  I  think  they  are 
projectable  for  the  next  20  or  30  years,  and  that  is  what  we  ought 
to  start  with. 

The  mystery  that  seems  to  me  to  be  introducing  the  fuzz  into  the 
discussion  of  U.S.  national  interests  in  large  part  is  the  Federal 
budget.  Where  is  the  money  coming  from?  The  natural  caution  of 
bureaucrats  means  they  do  not  want  to  get  out  in  front  of  the  budg- 
et. 

But  you  can  at  least,  or  you  should  in  my  view,  state  your  inter- 
ests and  then  fight  for  the  money  rather  than  try  and  see  how 
much  money  you  are  going  to  get,  and  then  make  your  interest 
kind  of  fit.  And  that  is  the  only  way,  Mr.  Chairman,  that  I  can  un- 
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derstand  the  discussion  about  taking  another  look  at  U.S.  security 
interests  in  the  next  3  or  4  years. 

If  you  accept  that  we  have  strong  national  interests,  then  what 
is  the  strategy?  You  need  a  concept,  and  one  of  the  concepts  that 
is  slipping  into  the  discussion  was  caught  for  me  in  a  phrase,  "any 
other  foreign  government". 

If  we  view  the  Freely  Associated  States  as  "any  other  foreign 
government",  then  that  dictates  the  same  kind  of  strategy  we 
might  use  toward  Suriname,  or  Grenada,  or  other  States  with 
which  we  do  not  have  such  close  associations. 

It  seems  to  me,  on  the  contrary,  that  the  proper  strategy,  given 
the  importance  of  our  interest,  is  to  build  on  the  special  relation- 
ships that  we  have.  And  if  you  are  willing  to  do  that,  then  you  can 
use  elements  of  the  relationship  to  be  influential. 

Where  vou  start  to  get  close  to  the  bone,  however,  is  the  continu- 
ation of  development  assistance  in  principle  until  these  Freely  As- 
sociated States  achieve  something  approaching  self-reliance.  Why 
do  this? 

I  do  not  want  to  be  doomsday  sayer  or  anything,  but  the  globe 
has  a  lot  of  examples  where  the  colonial  powers  left  said,  "You  are 
on  your  own";  and  things  fell  apart. 

As  I  said — I  am  good  at  cliches — "an  ounce  of  prevention  is  a 
pound  of  cure."  I  think,  Mr.  Chairman,  the  risk  of  small,  resource- 
poor,  countries  falling  apart  if  they  are  cut  loose  too  abruptly,  is 
too  great  in  this  case,  given  our  national  interest.  So  we  should  ac- 
cept in  principle  that  insofar  as  we  can  raise  the  money,  we  should 
continue  development  assistance. 

Also,  we  should  continue  the  engagement  of  U.S.  domestic  agen- 
cies. I  think  we  can  handle  it.  I  think  the  Freely  Associated  States 
can  handle  it.  It  gives  us  an  enormous  advantage,  an  enormous  op- 
portunity to  help  them  move  along  faster  than  they  would  other- 
wise, and  we  should  make  it  an  integral  part  of  a  strategy  to  pur- 
sue our  interests. 

A  final  element  of  our  strategy  is  to  engage  the  private  sector. 

Once  you  have  the  elements  of  your  strategy,  then  you  develop 
programs.  As  the  hearing  has  brought  out  so  far,  there  are  well 
justified  concerns  about  our  programs  in  the  islands.  Are  they  ef- 
fective? Or,  if  not,  how  do  we  make  them  more  effective?  How  do 
we  evaluate  them? 

I  think  the  first  requirement,  which  has  been  danced  around  a 
bit,  is  you  have  to  be  realistic.  What  are  our  goals.  Self-sufficiency? 
Self-reliance?  Reasonable  standard  of  living?  Those  are  rather 
fuzzy,  Mr.  Chairman.  And  most  places,  when  you  get  tough,  you  set 
goals  like,  "3  percent  increase  in  the  gross  domestic  product  this 
year",  or,  "achieve  a  level  of  per  capita  gross  national  product  at 

The  current  per  capita  gross  national  product  in  FSM,  I  think, 
is  around  $1,700;  the  Marshalls  maybe  $1,900,  most  of  it  supported 
by  American  assistance. 

So  I  do  not  think  we  have  really  come  to  grips  with  how  to  pro- 
ceed until  we  put  down  some  numbers  and  have  some  discussion 
of  not  self-sufficiency  and  self-reliance,  but  specifics  of  growth,  and 
specifics  of  targets,  that  we  hope  to  achieve.  Once  you  pick  any 
number,  the  implications  for  your  program  become  enormous. 


29 

A  second  program  requirement,  and  at  this  point,  Mr.  Chairman, 
I  come  back  to  where  my  former  colleagues  in  State  and  Interior 
were,  you  have  to  be  frank,  and  you  have  to  be  tough. 

Dr.  Papanek,  people  like  Al  Stayman,  and  as  near  as  I  can  un- 
derstand it,  particularly  in  the  FSM,  the  islanders  themselves,  are 
recognizing  the  failures  of  the  past,  the  need  for  things  like  struc- 
tural adjustments,  and  principles  like  "no  pain  no  gain". 

When  I  say  that  I  think  the  United  States  should  accept  and 
state  its  strong  national  interests  as  they  are,  should  have  a  strat- 
egy that  includes  commitment  to  national  development  and  engage- 
ment of  our  domestic  agencies,  I  do  not  mean  to  say  that  in  any 
way  we  have  to  be  soft  as  we  go  forward.  We  can  tell  it  the  way 
it  is.  We  can  set  goals,  and  review  mechanisms,  and  that  is  the  di- 
rection I  think  we  ought  to  go  in. 

Thank  you. 

[The  prepared  statement  of  Mr.  Wilkinson  appears  in  the  appen- 
dix.] 

Mr.  Bereuter.  Thank  you  very  much,  Mr.  Wilkinson. 

Dr.  Papanek,  you  may  proceed. 

STATEMENT  OF  DR.  GUSTAV  F.  PAPANEK,  PRESmENT, 
BOSTON  INSTITUTE  FOR  DEVELOPING  ECONOMIES 

Dr.  Papanek.  Thank  you  very  much,  Mr.  Chairman,  and  thank 
you  very  much  for  inviting  me. 

While  I  am  the  director  of  the  policy  advisory  team  to  FSM  that 
has  been  mentioned  several  times  in  the  testimony,  I  want  to  make 
absolutely  clear  that  I  speak  here  as  a  private  citizen.  I  do  not  rep- 
resent in  any  way  either  the  Asian  Development  Bank,  which  is  fi- 
nancing our  project,  or  the  government  of  FSM.  And  in  fact,  I  am 
sure  that  they  would  disagree  with  some  of  the  things  I  am  going 
to  say.  So  I  need  to  make  this  disclaimer. 

I  want  to  make  five  points  very  quickly  knowing  how  late  it  is. 
First  of  all,  I  think  it  needs  to  be  noted  that  FSM  and  the  FSM 
governments,  all  five  governments,  have  taken  in  the  last  year 
some  remarkably  courageous  decisions  on  the  economic  front.  I  can 
give  you  some  examples. 

With  respect  to  economic  reforms,  the  Government  of  Chuuk  has 
cut  wages  by  20  percent,  and  has  cut  the  payroll  by  some  25  per- 
cent. Those  of  you  who  have  wrestled  with  the  problem  of  cutting 
the  government  payroll  in  the  United  States  are  aware  of  how 
tough  a  job  that  is. 

All  of  the  States  of  FSM  have  increased  the  utility  charges  for 
their  consumers.  The  State  of  Pohnpei,  the  second  largest,  has 
achieved  the  most.  It  has  achieved  a  40  percent  increase  in  collec- 
tions in  not  much  more  than  a  year,  and  since  it  has  rationalized 
the  system,  this  has  meant  that  some  consumers  pay  twice  as 
much  as  they  used  to  pay. 

Naturally,  this  has  not  gone  without  protest.  They  have  taken 
those  protests,  and  they  have  proceeded.  They  have  kept  raising 
the  rates  until  now,  they  are  fully  self-financing. 

The  Pohnpei  Utility  Authority  covers  its  current  operating  costs, 
and  its  investment  costs,  something  that  was  very  far  from  true 
only  3  years  ago. 
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All  the  other  States  have  moved  in  the  same  direction,  none 
quite  as  far  as  Pohnpei  as  yet. 

All  States  have  had  hiring  freezes,  have  stopped  promotions, 
have  stopped  seniority  increases,  cost  of  living  increases,  so  they 
have  frozen  real  wages. 

As  a  result  of  all  these  actions,  they  have  moved  from  a  deficit 
for  all  the  budgets  of  FSM  put  together,  to  a  situation  where  we 
expect  a  surplus  of  some  $20  million  in  the  fiscal  year  that  begins 
in  a  couple  of  days.  Again,  those  of  you  who  have  wrestled  with  the 
U.S.  deficit  know  how  hard  that  has  been.  And  yet  it  has  been 
done. 

What  to  my  mind  is  very  remarkable  about  this,  they  have  done 
this  even  though  they  did  not  have  to  do  it.  Most  of  the  time,  gov- 
ernments take  that  kind  of  tough  action  when  their  back  is  abso- 
lutely against  the  wall.  And  I  have  spent  some  40-odd  years  work- 
ing with  governments  around  the  world.  I  have  not  seen  that  kind 
of  action  taken  until  the  government's  back  was  against  the  wall. 

This  is  not  the  case  in  FSM.  They  could  have  gone  spending  at 
the  same  rate  as  they  have  been  spending  for  another  couple  of 
years,  and  let  some  other  President,  some  other  governor,  worry 
about  the  consequences  in  the  future.  They  have  not  done  that. 
They  have  bitten  the  bullet. 

What  was  most  remarkable  about  that,  to  my  mind,  is  that  after 
all,  we  are  dealing  with  a  democracy.  People  do  lose  elections  in 
FSM.  And  when  you  do  unpopular  things  like  that  which  hurt  peo- 
ple in  the  pocketbook,  you  have  a  real  chance  of  being  booted  out 
of  office  in  the  next  election.  And  that  is  a  strong  incentive  not  to 
take  that  kind  of  decision.  And  especially,  because  at  present,  the 
electorate  as  a  whole  does  not  understand  the  need  for  these  aus- 
terity measures. 

They  know  that  U.S.  funding  in  large  amounts  is  continuing  for 
another  5  years.  "Why  do  we  have  to  go  through  this  pain  now?" 

It  is  a  very  hard  thing  to  explain.  And  yet,  they  have  been  will- 
ing to  carry  out  these  economic  reforms. 

The  third  point  I  want  to  make  is,  however  courageous  these  de- 
cisions have  been,  however  courageous  these  reforms,  however  cost- 
ly politically,  they  are  simply  utterly  inadequate  to  deal  with  the 
problems  that  the  country  faces,  and  that  the  country  will  be  facing 
in  5  years. 

Next  year,  beginning  on  the  first  of  October,  there  is  a  step  down 
in  compact  funding.  These  steps  already  taken  are  not  adequate  to 
deal  with  that  as  yet. 

And  of  course,  in  5  years,  all  bets  are  off.  We  have  no  idea  what 
will  happen  to  U.S.  funding  at  that  point. 

We  have  made  various  estimates  on  various  assumptions  of  what 
would  happen,  but  if  U.S.  aid  should  decline  drastically  in  2001,  or 
to  come  to  an  end  in  any  significant  amount,  there  would  be  a  very 
sharp  drop  in  income.  Somewhere  of  the  order  of  at  least  one-third 
per  person. 

Even  if  there  is  some  substantial,  but  much  smaller  U.S.  assist- 
ance, I  think  there  would  be  various  consequences.  One  of  the  con- 
sequences is  as  soon  as  that  situation  becomes  clearer,  there  would 
be  very,  very,  massive  out  migration  of  Micronesians  in  anticipa- 
tion of  what  will  happen  in  2002.  People  will  realize  that  the  door 
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may  be  closed,  and  they  will  move  out  before  the  door  could  in  fact 
shut  with  all  of  the  problems  that  will  bring  not  only  for  Guam, 
and  other  territories,  but  for  the  mainland,  and  for  FSM,  too,  be- 
cause the  people  that  will  move  out  will  be  the  most  educated,  the 
most  enterprising,  the  ones  you  most  want  to  keep. 

The  fourth  point  I  want  to  make  is  that  FSM  at  least  has  the 
potential  to  be  self-supporting.  This  is  not  a  bottomless  pit  that  will 
continue  forever.  There  is  very  substantial  potential  in  the  country 
for  development.  It  is  one  of  the  island  nations  that  has  a  potential 
for  agricultural  production. 

As  most  of  you  know,  at  the  time  of  the  Japanese  rule,  FSM  was 
a  net  exporter  of  rice  to  Japan.  There  is  no  rice  grown  in  FSM  now, 
as  far  as  I  know.  It  is  all  imported. 

So  there  is  a  great  deal  of  potential  there  for  increasing  produc- 
tion. 

One  of  the  obstacles  in  the  way,  by  the  way,  which  has  to  do  with 
the  United  States  is  the  existence  of  the  quarantine,  the  introduc- 
tion of  a  quarantine  against  FSM  products  in  the  early  1990's.  And 
the  government  is  now  engaged  in  discussions  with  the  U.S.  Gov- 
ernment, and  particularly  with  Guam  about  that  quarantine. 

If  that  were  changed  and  appropriately  adjusted,  which  we  think 
is  possible  without  any  damage  to  the  United  States,  there  would 
be  great  potential  for  exports  to  Guam,  and  elsewhere. 

There  is  also  potential  in  tourism  and  in  fisheries.  One  of  the 
things  that  was  not  anticipated  10  years  ago  is  that  fisheries  reve- 
nues have  moved  from  about  $4  million  to  about  $20  million  in 
fishing  fees  and  fines.  More  can  be  done  along  those  lines,  but  the 
most  important  thing  is  that  FSM  can  capture  more  of  the  income 
from  fish  processing,  from  landing  fish,  from  taking  a  variety  of 
measures  before  it  gets  exported  as  sushimi  to  Japan,  or  elsewhere. 

The  greatest  potential  is  undoubtedly  in  tourism.  You  alluded  to 
one  of  the  key  problems  both  in  exports  and  in  tourism  which  is 
inadequate  and  costly  transport.  Continental/ Air  Micronesia  contin- 
ues to  fly  regularly.  The  service  has  increased.  We  now  have  6-day- 
a-week  service;  on  some  days  twice-a-day  service  to  Guam;  but  it 
is  very  costly  to  go  there.  They  cannot  handle  all  the  freight  that 
is  offered.  It  is  in  Continental's  interest  to  fly  as  full  as  possible, 
and  if  necessary,  to  not  be  able  to  take  some  cargo  and  some  pas- 
sengers rather  than  have  the  risk  of  flying  partly  empty.  So  that 
is  a  real  bottleneck  for  FSM. 

The  key  problem  in  developing  FSM  to  our  mind  is  to  shift  re- 
sources from  government  to  the  private  sector.  It  has  simply  been 
unnecessary  to  do  that  until  a  few  years  ago.  There  was  more 
money  there  than  the  government  could  effectively  spend.  And  it 
has  not  been  necessary  until  recently  to  take  the  tough  decisions 
to  make  the  private  sector  flourish. 

There  are  all  sorts  of  difficulties  in  the  way.  It  has  been  much 
easier  to  employ  people  in  government.  But  there  has  been  a 
change  in  the  attitude  in  FSM,  and  we  think  now  that  the  govern- 
ment has  recognized  that  it  needs  to  move  to  stimulate  the  private 
sector  to  overcome  some  of  the  obstacles  there  are  there  that  in- 
clude, for  instance,  land  tenure  arrangements,  and  so  on. 
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My  last  point,  what  is  the  U.S.  interest.  I  am  certainly  no  expert 
on  strategic  or  foreign  affairs  matters.  I  just  want  to  point  out  one 
thing  as  an  economist. 

Countries  in  East  Asia,  such  as  China,  have  doubled  their  na- 
tional income  every  7  or  8  years  in  the  last  20  years,  and  they  have 
spent  an  increasing  proportion  of  that  rapidly  rising  income  on 
military  expenses.  That  is  bound  to  affect  the  strategic  picture  as 
it  continues  over  the  next  15  years. 

These  are  going  to  be  more  important  economic  and  military 
powers.  There  are  already  more  important  military  and  economic 
powers  than  they  were  15  years  ago,  and  there  are  going  to  be 
more  important  political,  military,  and  economic  powers,  15  years 
hence. 

The  second  point  I  want  to  make  is  that  without  more  radical  re- 
forms than  they  have  so  far  undertaken,  and  without  continued 
U.S.  assistance  after  2001,  in  the  year  2002,  there  will  be  a  sharp 
drop  in  income  which  will  lead  to  the  embarrassing  spectacle  of  a 
country  for  which  the  United  States  has  been  responsible  for  40 
years  directly,  and  with  which  the  United  States  has  had  a  special 
relationship  for  another  15  years,  having  difficulty  feeding  itself 
adequately  because  it  will  not  have  the  funds  to  pay  for  the  im- 
ports that  it  now  needs. 

Mr.  Bereuter.  Are  you  speaking  of  the  Federated  States  of  Mi- 
cronesia? 

Dr.  Papanek.  Yes,  I  am.  I  have  spent  a  little  bit  of  time,  I  have 
done  a  little  bit  of  work  on  RMI,  but  I  would  not  pretend  to  know 
enough  about  it  to  speak  about  the  RMI,  but  I  would  guess  that 
many  of  the  things  that  I  have  said  apply  with  at  least  equal  force 
to  the  RMI,  but  I  am  not  addressing  that  question. 

I  think  farther  reforms  are  entirely  possible.  What  can  the  Unit- 
ed States  do  to  help,  and  then  I  finish. 

I  think  it  is  in  the  U.S.  interest,  and  it  is  in  the  FSM's  interest 
that  the  United  States  remain  a  staunch  supporter  of  reform.  That 
it  make  it  clear,  not  only  by  its  own  actions,  but  also  by  its  influ- 
ence on  Japan,  Australia,  and  other  countries  who  are  involved  in 
FSM,  that  it  regards  support  of  reform  and  acceleration  of  reform 
as  absolutely  crucial  for  the  country,  and  for  the  U.S.  interest. 

I  think  the  United  States  needs  to  express  greater  interest, 
greater  concern,  greater  involvement  in  the  reform  process  in  these 
countries. 

We  have  pleaded  with  the  State  Department  that  the  United 
States  should  be  well  represented  at  the  annual  meetings  of  the 
consultative  group  of  eight  donors,  two  FSM  and  RMI.  They  have 
pleaded  poverty  in  limiting  their  participation. 

I  think  it  would  be  desirable  that  the  United  States  be  actively 
engaged  and  well  represented  in  the  process  of  supporting  the  re- 
form. 

I  think  with  that,  with  acceleration  of  reforms,  even  with  sharply 
declining  U.S.  support  in  the  foreseeable  future,  at  least  FSM  can 
become  economically  self-supporting. 

[The  prepared  statement  of  Dr.  Papanek  appears  in  the  appen- 
dix.] 

Mr.  Bereuter.  Thank  you  very  much. 
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Mr.  Howard  Hills.  Thank  you  for  your  participation.  Please  pro- 
ceed. 

STATEMENT  OF  MR.  HOWARD  L.  HILLS,  ESQ.,  FORMER  ATTOR- 
NEY  WITH  THE  DEPARTMENT  OF  STATE  AND  DEPARTMENT 
OF  DEFENSE  INVOLVING  THE  FREELY  ASSOCIATED  STATES 

Mr.  Hills.  Thank  you,  sir. 

Coming  from  a  long  line  of  vaudevillians,  I  will  attempt  to  wrap 
this  up  before  I  get  the  hook,  and  I  will  make  an  effort  not  to  try 
your  patience. 

First,  I  will  make  a  couple  of  comments  on  the  security  interests 
of  the  United  States,  the  issue  of  the  security  relationship  with  the 
Freely  Associated  States.  Then  I  would  like  to  make  a  few  observa- 
tions about  the  government-to-government  relationship.  I  will  con- 
clude with  remarks  about  the  economic  development  issue,  trying 
to,  as  I  say,  make  these  comments  as  quickly  as  possible. 

I  guess  the  point  I  most  want  to  make,  Mr.  Chairman,  is  that 
an  assessment  was  made  during  the  period  when  the  United  States 
was  the  administering  authority  of  a  strategic  trusteeship,  des- 
ignated as  such  under  the  U.N.  charter,  that  we  had  long-term 
military  interests  and  strategic  interests  in  the  area,  not  just  in 
terms  of  base  rights  and  operating  rights,  but  in  terms  of  the  stra- 
tegic position  of  this  area.  I  mean,  we  are  talking  about  an  area 
of  ocean  larger  than  the  continental  United  States,  and  under  the 
compact  agreement  we  have  the  same  ability  to  operate  in  this  im- 
mense area  of  ocean  as  we  do  in  the  territorial  waters  of  the  Unit- 
ed States.  Any  time  you  can  control  from  a  strategic  point  of  view 
that  large  of  a  piece  of  the  surface  of  the  globe,  that  is  a  significant 
strategic  interest. 

But  the  specific  determination  that  because  of  the  sea  lines  of 
communication,  because  of  its  location  in  relation  to  Guam,  the 
Philippines,  the  Northern  Mariana  Islands,  et  cetera,  this  was  an 
important  strategic  interest  of  the  United  States,  was  made  back 
in  the  late  1960's,  by,  among  others,  then  Navy  Captain  Bill  Crowe. 
He  went  out  and  flew  around  the  islands,  and  went  from  island  to 
island  bv  ship,  and  inspected  the  ports,  inspected  the  harbors,  and 
the  intelligence  that  was  gathered  at  that  time,  and  over  the  years, 
because  we  have  had  a  military  presence  there  for  decades,  that  led 
to  an  assessment  at  the  highest  levels  of  our  government  that  was 
informed  by  closed-door  briefings  to  the  Senate  committees,  and  to 
the  House  committees  that  were  involved  in  development  of  the 
compact,  and  were  involved  during  the  compact  negotiations. 

The  point  I  am  making  is  that  there  was  a  lot  of  serious  strategic 
decision-making  by  the  Joint  Chiefs  of  Staff,  by  the  Department  of 
Defense,  and  by  the  committees  of  Congress,  not  only  the  commit- 
tees with  interests  in  the  territorial  policy  aspects  of  this,  but  the 
committees  of  Congress  and  Members  of  Congress  interested  in  the 
strategic  issues.  The  assessment  of  U.S.  interests  is  something  that 
is  developed  very  carefully  through  very  rigorous  deliberations  over 
a  long  period  of  time. 

And  I  guess  the  point  I  am  driving  at  is  that  I  think  that  this 
committee  and  this  Congress,  the  104th  Congress,  and  the  105th 
Congress,  as  the  scenario  leading  up  to  the  issue  of  renegotiation 
of  the  compact  comes  about,  has  an  important  oversight  respon- 
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sibility  to  really  hold  people  in  the  Administration  accountable,  to 
hold  their  feet  to  the  fire  on  these  strategic  issues. 

I  do  not  think  that  a  decision  that  we  no  longer  have  important 
strategic  interests,  or  that  they  have  been  diminished  significantly 
from  what  they  were,  is  something  that  should  be  made  oy  foreign 
service  officers,  or  by  mid-rank  military  people.  I  think  those  deci- 
sions have  to  be  made  by  people  who  are  in  positions  of  political 
accountability,  i.e.,  elected  officials,  either  Members  of  Congress,  or 
people  who  have  been  elected  to  be  President  or  the  Vice-President, 
or  people  appointed  by  them. 

In  other  words,  I  think  these  decisions  have  to  be  made  at  a  po- 
litical level,  and  that  Congress  cannot  allow  the  executive  branch 
bureaucracy  to  come  up  with  an  assessment  that  somehow  because 
the  cold  war  is  over,  because  the  Soviet  empire  is  not  trying  to  es- 
tablish a  600-fleet  blue  water  navy  in  the  Pacific,  that  we  no  longer 
have  a  really  serious  substantial  national  interest. 

You  asked  a  couple  of  questions  of  some  of  the  Administration 
witnesses,  about  whether  we  have  access  out  there. 

Well,  not  only  do  we  have  access,  but  in  perpetuity,  we  have  the 
right  to  exclude  the  armed  forces  of  any  other  country  from  an  area 
of  ocean  larger  than  the  continental  United  States.  And  the  people 
that  insisted  that  that  be  in  this  agreement  were  not  people  down 
in  the  Pentagon  as  much  as  they  were  people  up  here  in  the  U.S. 
Congress.  And  before  this  Congress  or  a  future  Congress  allows 
that  to  be  reversed,  I  would  hope  that  the  matter  would  be  taken 
up  by  you  at  a  political  level,  not  at  a  bureaucratic  level. 

I  think  that  the  other  things  I  wanted  to  mention  on  the  strate- 
gic front,  very  quickly,  are  that  it  is  important  for  the  record  before 
this  committee  and  the  record  before  this  Congress  to  reflect  the 
fact  that  the  Marshall  Islands,  and  the  Kwajalein  missile  range, 
play  a  very  important  role,  not  only  in  NASA  tracking,  and  a  Tot 
of  other  things  related  to  weather,  and  in  space,  in  satellites,  and 
whatnot,  but  also  in  the  strategic  defense  initiatives  of  the  army 
ballistic  missile  systems  command  based  in  Huntsville,  Alabama, 
and  in  California,  at  Vandenburg,  Kwajalein  played  a  very  critical 
role  in  the  credibility  of  the  strategic  defense  initiative,  and  I  think 
arguably,  in  the  ultimate  decision  of  the  Soviet  Union  to  throw  in 
the  towel  in  terms  of  competing  economically  and  strategically  with 
the  United  States  in  cold  war  superpower  confrontation. 

The  role  the  Marshall  Islands  played  in  the  strategic  defense  ini- 
tiative was  not  an  involuntary  role.  You  know,  when  the  leaders  of 
the  Marshall  Islands  stopped  by  in  Honolulu  and  went  up  to  talk 
to  the  people  at  CINCPAC,  they  were  part  of  the  effort,  and  it  is 
an  alliance.  It  is  not  something  that  we  did  to  them,  or  did  without 
their  understanding.  They  actively  supported  the  United  States  in 
that  initiative. 

And  I  think  when  you  combine  that  with  the  nuclear  testing  pro- 
gram, and  the  involuntary  role  they  played  in  the  cold  war,  and  in 
the  fact  that  the  United  States  and  the  west  prevailed  in  the  cold 
war,  I  think  we  have  a  legacy  of  friendship  with  the  Marshall  Is- 
lands that  runs  deep,  it  is  moral,  it  is  spiritual,  it  is  cultural,  in 
addition  to  being  economic  and  strategic. 

And  when  people  talk  about,  oh,  you  know,  are  we  going  to  re- 
negotiate the  compact,  I  do  not  know — either  it  is  negotiating  tac- 
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tics,  or  you  were  getting  some  pretty  strong  verbal  cues  that  people 
from  the  State  Department  here  today  do  not  intend  to  renegotiate 
the  compact,  or  have  not  made  the  decision  yet,  or  are  only  willing 
to  say  that  the  compact  reflects  their  interests  as  of  today. 

I  think  that  if  you  look  at  the  history  of  this  relationship,  if  you 
look  at  the  fact  that  15  vears  ago  the  U.S.  Department  of  Interior 
was  running  things  in  tne  islands,  it  is  a  little  bit  of  revisionism 
for  us,  you  know,  to  ask,  are  they  reforming,  is  there  corruption, 
are  they  doing  the  right  things,  making  the  right  economic  deci- 
sions, as  if  we  were  detached  observers. 

Well,  what  was  said  here  today  about  the  fact  that  there  are  too 
many  government  employees,  well,  the  same  thing  was  said  by  the 
Interior  Department  Inspector  General  in  1975  when  the  Depart- 
ment of  Interior  was  running  the  place,  they  said  90  percent  of  the 
economy  is  dependent  on  the  Department  of  Interior  grants,  and 
everybody  is  working  for  the  government,  a  higher  percentage  than 
now. 

And  15  years  ago,  the  islands  were  being  run  without  democracy 
by  appointees  of  tne  Secretary  of  Interior,  and  the  governments  ex- 
isted by  order  of  the  Secretary  of  Interior. 

So  now  along  we  come,  15  years  later,  we  say,  "Well,  have  they 
become — are  they  doing  everything  right." 

Well,  you  know,  15  years  ago,  we  were  running  the  place.  Now 
they  are  running  the  place.  They  are  making  some  good  decisions. 
They  are  making  some  bad  decisions.  But  it  is  not  as  if  we  can  now 
sit  and  look  at  the  situation,  and  detach  ourselves  from  it.  I  think 
we  have  a  very  strong  connection  to  the  things  that  are  good  about 
the  way  they  are  running  their  countries;  and  also  the  things  that 
are  not  so  good,  we  are  very  closely  connected  to  the  whole  situa- 
tion. 

In  that  regard,  I  guess  I  have  moved  on  from  strategic  issues  to 
the  govemment-to-govemment  relationship,  and  I  just  want  to  say 
that  it  is  my  view  that  the  United  States  and  the  FAS  should  wait 
until  1999.  I  do  not  think  that  the  idea  of,  "Well  let  us  wait  around 
until  1999  and  start  talking  about  the " 

The  earlier  witness  was  talking  about  next  October,  there  is 
going  to  be  a  step  down  in  the  compact  funding.  Are  we  going  to 
wait  until  things  get  really  bad?  Is  that  part  of  a  negotiating  sce- 
nario? 

I  think  you  should  not  wait  until  1999  for  the  United  States,  for 
the  Congress,  and  for  the  executive  branch,  to  seize  the  initiative, 
and  start  talking  about  the  future  now  instead  of  waiting  until 
then  to  talk  about  the  future. 

In  saying  that,  I  think  a  lot  of  good  work  is  being  done,  and  it 
is  good  to  talk  about  the  future,  but  I  do  not  think  there  should 
be  this  coyness  about,  "Well,  we  are  just  going  to  keep  our  cards 
close  to  our  chest  about  whether  we  are  going  to  renegotiate  the 
compact." 

I  think  there  should  be  an  expression  of  commitment  to  the  rela- 
tionship. 

A  lot  of  good  work  is  being  done  by  Interior  and  by  State  talking 
about  economic  reform,  policy  reform,  budget  execution,  all  that; 
which  I  applaud.  What  I  do  not  applaud,  and  what  I  think  I  would 
criticize  is  this  sense  of,  "We're  going  to  wait  until  1999  before  we 
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let  you  people  know  that  we  have  a  commitment  to  this  relation- 
ship." 

I  think  that  is  wrong.  And  the  other  thing  that  should  happen 
is  that  there  should  be  a  recognition  that  even  though  there  is  a 
multilateralism  involved  in  the  Palau,  FSM  and  Marshall's  rela- 
tionships, that  to  a  large  extent  there  is  going  to  be  a 
bilateralization  of  the  relationships. 

In  other  words,  there  is  going  to  be  a  relationship  between  the 
United  States  and  the  Marshall  Islands,  between  the  United  States 
and  the  FSM,  and  the  United  States  and  Palau,  and  a  greater  rec- 
ognition of  the  need  for  bilateralization,  I  think,  is  in  order.  I  do 
not  think  it  is  just  up  to  the  U.S.  Government  to  pursue  that 
bilateralization,  and  instead  the  FAS  governments  make  a  real 
mistake  if  they  sit  back  and  say,  "We  are  going  to  wait  to  see  what 
the  United  States  decides  to  do  with  us."  They  can  influence  what 
the  United  States  does,  and  they  ought  to  be  much  more  aggres- 
sively doing  that. 

The  last  comment  on  one  of  the  things  I  heard  the  previous  wit- 
ness say  that  I  wanted  to  make  a  comment  on,  and  that  was  about 
the  idea  of  the  door  closing. 

I  think,  Mr.  Chairman,  you  asked  what  was  the  next  thing  the 
committee  should  do  in  oversight. 

I  think  one  of  the  next  things  the  committee  should  do  in  over- 
sight is  get  the  State  Department  and  the  Interior  Department  to 
give  you  a  very  careful  assessment  of  exactly  what  does  happen  in 
1999,  and  2001,  and  2003,  if  the  compact  is  not  renegotiated,  and 
the  relationship  does  not  extend. 

For  example,  the  other  witness  said  that  people  are  concerned — 
and  I  know  you  were  not  talking  legally,  you  were  talking  about 
the  cultural  attitude  about  getting  cut  off  and  trapped  and  all 
that — ^but  I  think  a  real  technical  analysis  has  to  be  given  of  what 
happens  under  the  compact.  It  may  be  that  the  door  does  not  close, 
that  in  the  absence  of  agreement  on  continuation  of  the  relation- 
ship, the  relationship  continues  and  the  door  stays  open,  and  we 
keep  our  defense  rights,  and  we  do  not  have  any  automatic  eco- 
nomic relationship  to  support  the  relationship.  I  do  not  know.  I  am 
not  asserting  that. 

I  am  saying  that  I  think  the  committee  needs  to  get  the  U.S. 
Government  to  give  it  a  very,  very,  careful  point-by-point  assess- 
ment of  exactly  what  happens,  how  the  compact  operates,  how — 
what  provisions  survive,  what  provisions  do  not  survive,  et  cetera. 

The  last  comment,  I  will  just  make  a  couple  of  very  brief  com- 
ments on  the  economic  development  issue. 

You  know,  this  issue  of  talking  about  dependency  as  if  it  is  a  bad 
word,  and  that  we  must  end  dependency  because  it  is  evil,  and  ev- 
erything has  got  to  switch  over  to  the  private  sector,  because  the 
public  sector  is  real  bad,  and  all  this;  you  know,  I  think  when  peo- 
ple talk  about  self-sufficiency  in  these  islands  we  need  to  be  realis- 
tic. I  worked  down  at  OPIC,  and  regardless  of  what  people  think 
of  OPIC  now,  or  what  its  future  may  be,  the  fact  is  it  does  about 
as  good  a  job  of  mobilizing  private  sector  capital  as  any  Federal 
Government  program  ever  has. 

Now,  maybe,  as  a  political  matter,  we  are  going  to  decide  we  do 
not  want  OPIC  anymore,  I  do  not  know.  But  the  point  is  that  at 
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OPIC  I  was  involved  in  the  support  for  Eastern  European  Democ- 
racy Act,  I  was  one  of  the  coauthors  of  it — I  mean,  in  the  executive 
branch,  not  in  Congress,  obviously — but  the  point  is,  looking  at  the 
process  of  promoting  private  sector-led  growth,  which  is  the  cliche, 
the  buzz  word,  there  are  limitations  on  what  can  be  expected. 

There  is  obviously  a  lot  that  needs  to  be  done  in  the  FSA  in 
terms  of  private  sector-led  growth.  But  if  you  talk  about  self-suflfi- 
ciency,  you  need  to  talk — in  my  opinion,  I  am  not  an  economist,  but 
I  lived  out  there,  and  I  worked  in  the  islands,  and  lived  at  the  level 
of  the  economy  there  for  3  years,  you  need  to  talk  in  real-world 
terms. 

So  if  we  talk  about  self-sufficiency  in  these  islands,  we  are  talk- 
ing about  going  back  to  a  hunting  and  gathering  culture. 

If  you  talk  about  self-sufficiency  in  the  global  economy,  then  you 
have  to  accept  the  fact  that  there  will  always  be  dependency  on  re- 
sources coming  from  the  United  States.  And  so  unless  you  want  to 
talk  about  going  back  to  a  hunting  and  gathering  culture,  there  is 
always  going  to  be  dependency. 

You  can  mobilize  the  private  sector.  You  can  promote  private  sec- 
tor lead  growth;  tourism,  agriculture.  I  lived  there,  and  the  trust 
territory  people  told  me  you  could  not  grow  coffee  there,  and  we 
went  up  and  found  coffee  that  had  been  growing  since  the  Japanese 
had  been  growing  it. 

The  point  is,  that  you  can  mobilize  the  private  sector,  but  the 
idea,  when  you  use  terms  like  self-reliance,  and  self-sufficiency,  you 
need  to  use  them  as  relative  terms  and  understand  that  they  are 
relative  terms.  Because  unless  you  are  talking  about  going  back  to 
a  hunting  and  gathering  culture,  even  when  you  have  mobilized 
the  private  sector  a  lot  more  than  it  is  now,  and  even  when  you 
have  done  a  lot  to  privatize  the  economies,  they  are  still  going  to 
need  a  lot  of  inputs  into  their  economy  from  the  United  States.  And 
if  it  does  not  come  from  the  United  States,  one  wonders  who  it  is 
going  to  come  from.  And  in  that  context,  the  question  arises,  who 
else  nas  the  kind  of  50-year  alliance  that  we  have  had  with  these 
people  that  could  ever  begin  to  work  with  them  and  have  a  rela- 
tionship with  them  as  good  and  strong,  as  morally  grounded,  as  the 
United  States  has  with  them. 

[The  prepared  statement  of  Mr.  Hills  appears  in  the  appendix.] 

Mr.  Bereuter.  Thank  you  very  much.  I  thought  all  three  of  your 
presentations  were  very  articulate,  and  very  rielpful  to  us.  And 
definitely  worth  waiting  for.  And  I  appreciate  your  patience. 

Also,  Mr.  Hills,  the  suggestion  you  made  about  the  follow-up  I 
think  is  one  that  we  fully  noted  here. 

Mr.  Faleomavaega,  I  think  I  am  going  to  ask  you  not  only  to  ask 
questions  if  you  have  any,  but  to  chair  the  rest  of  the  hearing,  be- 
cause I  need  to  go  to  the  Capitol.  And  I  do  not  think  I  need  to  pur- 
sue any  questions  with  the  gentlemen. 

Mr.  Faleomavaega.  Mr.  Chairman,  I  do  not  have  any  further 
questions.  I  would  like  to  thank  the  gentlemen  for  their  state- 
ments. Only  to  comment  on  Dr.  Papanek's  observations  about  po- 
tentials for  these  island  States. 

Tourism — you  know,  everybody  else  is  trying  to  do  the  same 
thing,  but  somehow  we  get  stuck  along  the  way,  and  he  said  that 
we  should  support  the  reforms. 


38 

I  think  what  Mr.  Hills  said  is  quite  accurate,  we  have  got  to  give 
these  island  States  some  breathing  space.  You  know,  they  have 
only  been  at  this  idea  of  a  democratic  government-type  thing  less 
than  20  years,  if  I  may.  And  I  think  we  have  got  to  give  them  that 
sense  of  appreciation  of  the  difficulties  and  the  problems  they  are 
faced  with  as  is  true  of  any  country  that  is  developing. 

But  I  think  what  I  would  like  to  say  as  a  matter  of  observation, 
the  likes  of  the  consulting  firms  like  yourself,  the  kind  of  expertise 
that  they  seek,  which  is  so  plentiful  here  in  America,  we  should  do 
more  to  provide  this  kind  of  a  foundational  program  for  the  people 
so  that  they  can  lead  toward  more  economic  independence;  but  at 
the  same  time,  maintain  the  excellent  relationships  as  far  as  com- 
monality of  security  interest  which  is  very  importance  to  us,  and 
I  would  hope  that  we  would  express  that  sense  of  appreciation  to 
them  the  fact  that  they  are  giving  up  something,  too,  in  return  for 
our  interests  as  far  as  strategic  and  security  issues  are  concerned. 

With  that,  Mr.  Chairman,  I  thank  the  gentlemen  for  their  testi- 
mony. 

Mr.  Bereuter.  I  thank  you. 

Thank  you,  gentlemen. 

The  hearing  is  adjourned. 

[Whereupon,  at  5:23,  the  subcommittee  was  adjourned.] 
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APPENDIX 


Statement  of  Chairman  Elton  Gallegly 

Subcommittee  on  Native  American  and  Insular  Affairs 

Joint  Hearing  With 

Subcommittee  on  Asia  and  the  Pacific 

September  25, 1996 


Let  me  first  commend  the  Chairman  of  the  Subcommittee  on  Asia  and  the  Pacific  for  holding  this 
joint  hearing  on  the  United  States  interests  in  the  South  Pacific  -  the  Freely  Associated  States. 
Reviewing  the  status  of  our  relationships  with  the  Micronesian  Islands,  which  are  governed  by 
the  Compact  of  Free  Association,  is  also  a  priority  oversight  issue  in  the  I04th  Congress  for  the 
Subcommittee  on  Native  American  and  Insular  Affairs. 

We  are  now  entering  the  last  five  years  of  the  15  year  term  of  the  Compacts  for  the  Marshall 
Islands  and  the  Federated  States  of  Micronesia.  This  is  an  appropriate  time  to  obtain  information 
regarding  the  effectiveness  of  Federal  funds  spent  in  the  islands,  and  what  types  of  future  Federal 
resources  would  be  most  effective  in  improving  economic  self-sufficiency  in  the  islands. 

The  Freely  Associated  States  have  taken  their  place  in  the  world  community  as  fully  self- 
governing  separate  sovereigns.  They  are  members  of  the  United  Nations  and  are  represented  in 
Washington  by  3mbassadors.  The  Freely  Associated  States  have  their  own  separate  nationality 
and  citizenship  and  have  successfully  established  democratic  self-government.  The  United  States 
is  fortunate  to  enjoy  the  close  relationships  with  these  countries. 

This  hearing  is  necessary  for  Congress  to  prepare  for  the  crucial  decisions  regarding  the  United 
States-Freely  Associated  States  relationships  in  the  future.  I  look  forward  to  the  testimony  to  be 
presented  today,  and  will  continue  to  work  with  Chairman  Doug  Bereuter  on  this  matter  in  the 
remainder  of  this  Congress  and  the  next. 
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CONGRESSMAN  ROBERT  A.  UNDERWOOD 

JOINT  OVERSIGHT  HEARING: 

SUBCOMMITTEE  ON  ASIA  AND  THE  PACIFIC 

SUBCOMMITTEE  ON  NATIVE  AMERICAN  AND  INSULAR  AFFAIRS 

"U.S.  INTERESTS  AND  THE  FREELY  ASSOCIATED  STATES" 

SEPTEMBER  25,  1996 


Mr.  Chairman: 


Thank  you  for  allowing  me  to  enter  this  statement  into  the 
record  for  this  joint  oversight  hearing  on  United  States  interests 
and  the  Freely  Associated  States  (FAS) .  Guam  has  a  great  deal  at 
stake  in  the  upcoming  renegotiation  of  the  Compact  of  Free 
Association.  As  the  one  of  the  U.S.  jurisdictions  that  neighbors 
the  Federated  States  of  Micronesia  and  the  Republic  of  Palau,  Guam 
has  much  to  say  about  the  present  relationship  and  the  improvements 
that  should  be  considered  in  the  renegotiations. 

Let  me  begin  by  encouraging  the  renegotiation  of  the  Compact. 
The  relationship  between  the  U.S.  and  the  Federated  States  of 
Micronesia  (FSM) ,  the  Republic  of  the  Marshall  Islands  (RMI)  and 
the  Republic  of  Palau  (RP)  has  generally  been  a  productive 
relationship  that  has  benefitted  our  region  and  served  our  national 
interests.  There  are,  to  be  sure,  serious  problems  in  this 
relationship  that  need  to  be  addressed.  Guam's  major  concerns  are 
the  immigration  provisions  and  the  funding  of  Compact -impact 
reimbursement  for  the  impact  of  educational  and  social  services  for 
FAS  immigrants  that  are  provided  by  the  Government  of  Guam. 

The  present  Compact  arrangement  is  unclear  as  to  the  legal 
status  of  Compact  immigrants.  While  they  are  technically  alien 
nonimmigrant,  their  proper  status  is  an  issue  of  contention  when 
ptoblic  benefits,  such  as  public  housing  assistance  and  welfare 
payments,  are  determined.  Further,  the  Compact's  reference  to 
"habitual  residents"  only  clouds  the  true  intent  of  the 
negotiators.  This  reference  to  habitual  residents  has  been 
interpreted  to  mean  that  am  FAS  citizen  is  limited  to  a  one  year 
stay.  That  is  not  the  practice  that  INS  currently  enforces  on 
Guam. 

We  should  also  focus  our  efforts  in  ensuring  that  the  U.S. 
jurisdictions  that  bear  the  brunt  of  the  free  flow  of  immigration 
are  adequately  compensated  for  the  impact.  There  is  ample  evidence 
that  this  is  what  Congress  intended.  Unfortunately,  the  budgetary 
pressures  have  limited  the  eibility  of  the  territories  to  receive 
full  reimbursements.  Since  this  is  a  direct  result  of  the 
immigration  provisions,  we  would  encourage  a  review  of  the 
reimbursement  mechanism  to  ensure  that  Compact- impact  reimbursement 
is  given  the  saime  priority  that  other  Compact  assistance  enjoys  in 
the  fvmding  process.  I  would  recommend  that  Compact -impact 
reimbursement  be  made  mandatory  spending  and  that  it  be  based  on 
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documentation  provided  by  the  respective  Governors  of  the  U.S. 
jurisdictions. 

While  these  are  the  two  major  issues  I  wish  to  draw  attention 
to,  there  are  other  issues  that  Guam  would  hope  to  see  resolved. 
Our  trade  relationship  with  the  FAS  states  should  be  clarified. 
Guam  has  had  some  difficulty  with  what  we  perceive  as  unfair  trade 
practices  regarding  tuna  transshipment.  Regional  economic 
cooperation  should  be  the  focus  of  the  renegotiation.  It  is  in 
Guam's  interest  to  have  economically  strong  FSM  and  RP  neighbors. 

We  would  also  encourage  a  very  specific  clarification  of  the 
status  of  FAS  states  in  competing  for  federal  greuits  in  education 
and  other  areas  where  the  U.S.  states  and  territories  share  formula 
allocations.  Some  in  Congress  have  questioned  the  inherent 
unfairness  and  the  legal  eligibility  of  the  FAS  states.  This  is  an 
opportunity  to  resolve  these  matters  to  avoid  future  misinter- 
pretations and  misrepresentations,  and  to  avoid  an  erosion  of 
financial  commitments  by  Congress. 

The  renegotiation  of  the  Compact  is  an  opportunity  to  refocus 
on  the  merits  of  the  Compact.  This  relationship  with  the  FAS 
states  was  conceived  at  a  time  where  the  Cold  War  dictated  a  U.S. 
policy  of  strategic  denial  of  these  important  islands  to  potential 
adversaries.  The  relationship  should  now  evolve  to  reflect  the 
longer  term  U.S.  interests  in  the  Pacific,  and  I  would  maintain 
that  there  is  such  ein  interest. 

Rather  than  just  appraising  the  value  of  the  Compact  in 
military  terms,  we  should  value  the  citizens  of  the  FAS  states  and 
encourage  their  social  and  economic  progress.  We  should  use 
regional  cooperation,  and  in  particular,  harness  the  educational 
and  technical  expertise  that  American  Pacific  islanders  in  Guam, 
the  Northern  Marianas  and  Hawaii  can  bring  to  bear  on  our  regional 
problems.  The  federal  policies  have  contributed  to  division  in  our 
ranks  due  to  the  immigration  problems  and  the  Compact -impact 
reimbursement  disappointments.  Only  cheinges  in  federal  policy  can 
reverse  these  trends. 
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TESTIMOmr  OF  AURELIA  E.  BRAZEAL 

DKPimr  ASSISTANT  SECRETARY  OF  STATE 

FOR  EAST  ASIAN  AND  PACIFIC  AFFAIRS 

HOUSE  COMMITTEE  ON  INTERNATIONAL  RELATIONS 
SUBCOMMITTEE  FOR  ASIA  AND  THE  PACIFIC 

HOUSE  COMMITTEE  ON  RESOURCES 
SUBCOMMITTEE  ON  NATIVE  AMERICANS  AND  INSULAR  AFFAIRS 


Mr.  Chairman,  Members  of  the  Committee,  I  very  much 
appreciate  the  opportunity  to  appear  before  you  today  and  speak 
about  the  relationship  between  the  United  States  and  the  Freely 
Associated  States  (FAS):   the  Federated  States  of  Micronesia 
(FSM),  the  Republic  of  the  Marshall  Islands  (RMI),  and  the 
Republic  of  Palau. 

In  my  testimony,  I  will  concentrate  on  the  diplomatic 
issues,  deferring  to  my  colleague  from  Interior  to  discuss  the 
funding  provided  by  that  Department's  Office  of  Insular  Affairs 
and  implementation  of  federal  services. 

From  Trust  Territories  to  Freelv  Associated  States 

Mr.  Chairman,  as  you  are  aware,  these  states,  now 
independent  countries,  were  formerly  a  part  of  the  Trust 
Territory  of  Pacific  Islands  (TTPI),  which  the  U.S. 
administered  after  1947  under  a  United  Nations  Strategic 
Mandate.   In  the  1970s,  the  United  States  entered  into 
discussions  with  representatives  of  the  various  island  peoples 
on  their  future  political  status,  with  somewhat  different 
outcomes  for  different  island  groupings  which  were  part  of  the 
Trust  Territory. 

The  people  of  the  Northern  Mariana  Islands  opted  for  a 
close  association  with  the  United  States  that  would  make  them 
U.S.  citizens.   In  February  1975,  they  concluded  a  Covenant  to 
establish  the  Commonwealth  of  the  Northern  Mariana  Islands  in 
Political  Union  with  the  United  States. 

The  FSM,  RMI  and  Palau,  on  the  other  hand,  chose  to  become 
independent  nations  in  free  association  with  the  United  States. 
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On  October  1,  1982,  the  U.S.  and  the  FSM  reached  an  agreement 
on  a  Compact  to  establish  a  relationship  of  free  association  to 
last  for  15  years  from  the  date  of  its  entry  into  force.   In 
June  of  1983,  a  similar  agreement  was  reached  with  the  Republic 
of  the  Marshall  Islands.   The  Compact  with  these  two  States  was 
approved  by  Congress  and  enacted  into  law  as  P. L. 99-239  on 
January  14,  1986.   After  discussions  with  the  United  Nations 
and  pursuant  to  agreement  with  the  affected  States,  the  Compact 
with  the  Republic  of  the  Marshall  Islands  became  effective 
October  21,  1986,  and  with  the  Federated  States  of  Micronesia 
on  November  3,  1986.   The  Republic  of  Palau  opted  for  a  longer 
50-year  Compact,  which  went  into  effect  only  on  October  1,  1994. 

Under  the  terms  of  the  Compacts,  each  of  the  new  Freely 
Associated  States  became  self-governing  and  responsible  for  its 
own  foreign  affairs.   After  Compact  implementation,  with  the 
approval  of  Congress,  diplomatic  relations  were  upgraded  to 
conform  to  the  Geneva  Convention  on  Diplomatic  Relations.   All 
three  countries  have  since  been  recognized  and  have  exchanged 
diplomatic  representatives  with  other  nations  besides  the 
United  States,  and  all  three  have  become  members  of  the  United 
Nations  and  the  South  Pacific  Forum  (even  though  they  lie  north 
of  the  Equator) . 

Upon  the  termination  of  the  Trust  Territory  relationship, 
the  United  States  had  to  alter  the  way  we  as  a  nation  dealt 
with  these  new  States.   Dealings  with  the  FAS  ceased  to  be  an 
internal  matter  and  became  a  subject  of  international  affairs. 
The  Secretary  of  State  is  responsible  for  our  relations  with 
the  Freely  Associated  States,  as  he  is  with  any  foreign 
government.   Under  Executive  Order  12569  of  October  16,  1986, 
regarding  implementation  of  the  Compacts,  the  Secretary  has  the 
responsibility  to  ensure  that  the  authorities  and  obligations 
of  the  United  States  under  the  Compact  are  carried  out  as  they 
relate  to  government-to-government  relations  with  the  FAS. 

A  Unique  Relationship 

At  the  same  time,  our  relationships  with  the  Freely 
Associated  States  are  unlike  our  relationships  with  other 
foreign  governments.   The  governments  and  citizens  of  the  FAS 
receive  direct  services  of  U.S.  federal  domestic  programs. 
These  three  governments  receive  U.S.  Government  funding  at  a 
per  capita  rate  greater  than  any  other  foreign  government. 
This  unique  relationship  requires  close  coordination  among  U.S. 
agencies . 
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Public  Law  99-239  and  Executive  Order  12569  gave  the 
Secretary  of  Interior  the  responsibility  for  coordinating  and 
monitoring  federal  programs  provided  to  the  FAS,  and  for 
related  economic  development  planning.   The  Secretary  of 
Interior  is  also  responsible  for  seeking  appropriations  for  and 
providing  to  the  FAS  funding  pursuant  to  the  Compacts.   The 
Kwajalein  Missile  Range  is  an  asset  of  the  Department  of 
Defense.   The  Department  of  Energy  takes  the  lead  in 
implementation  of  the  Compact  provisions  regarding  health  of 
the  exposed  populations  of  Rongelap  and  Utirik  Atolls,  and  the 
environmental  monitoring  of  the  people  and  islands  of  the  four 
atolls  most  affected  by  the  U.S.  nuclear  testing  programs.   The 
Departments  of  Health  and  Human  Services,  Education,  Commerce, 
and  many  others  provide  services  to  the  FAS  under  the  Compact. 
The  Interagency  Working  Group  on  the  Freely  Associated  States, 
chaired  by  the  Department  of  State,  is  charged  with  "guidance 
and  oversight  with  respect  to  the  establishment  and 
implementation  of  policy"  concerning  the  Compacts  and  U.S. 
relations  with  the  FAS. 

I  will  not  try  to  outline  all  the  provisions  of  the 
Compacts  with  Palau,  the  FSM  and  RMI ,  but  in  brief,  the  United 
States  agreed  to  provide  development  funding  to  each  of  the  FAS 
for  a  period  of  15  years,  and  undertook  full  authority  and 
responsibility  for  the  security  and  defense  of  each  of  the 
island  states  in  return  for  foreclosure  of  third-country  access 
to  the  FAS  for  military  purposes. 

The  Compacts  also  provide  for  FAS  citizens  to  have  a  unique 
form  of  access  to  the  United  States:   the  right  to  enter  the 
United  States  to  work  and  establish  residence  as  nonimmigrant 
habitual  residents.   However,  limitation  of  habitual  residence 
is  authroized  by  the  Compact.   In  addition,  FAS  governments  are 
eligible  to  participate  in  over  forty  domestic  Federal  programs. 

We  are  now  approaching  the  10th  anniversary  of  the  15-year 
Compact  with  the  FSM  and  RMI.   The  Compact  for  the  Marshall 
Islands  will  expire  on  October  21,  2001,  and  for  the  FSM  on 
November  3,  2001.   Under  the  terms  of  the  Compact,  negotiations 
to  consider  any  post-Compact  arrangements  will  open  two  years 
before  expiry  of  the  current  Compact,  that  is,  in  late  1999. 
If  those  negotiations  are  ongoing  at  the  expiry  date,  there  are 
provisions  for  an  automatic  extension,  including  funding,  for 
an  additional  two  years. 

In  the  case  of  the  Republic  of  the  Marshall  Islands,  there 
are  other  important  provisions.   We  entered  into  a  lease 
arrangement  to  maintain  our  missile  testing  facilities  at 
Kwajalein  Atoll,  where  we  test  our  missiles,  track  foreign 
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missiles,  and  support  our  space  programs.   There  is  a  provision 
in  the  RMI  Compact  for  automatic  renewal  of  rights  to  Kwajalein 
for  an  additional  15  years.   Under  the  Compact,  we  must  advise 
the  RMI  in  1999  whether  we  will  exercise  that  option. 

Recently,  the  U.S.  has  negotiated  with  the  RMI  for  an 
alternative  launch  site  for  theater  missile  testing  on  Aur 
Atoll.   These  tests  are  planned  for  the  first  quarter  of  1997. 
We  have  also  received  prompt  cooperation  from  the  RMI  in  a 
survey  of  additional  alternative  launch  sites  which  may  be 
needed. 

One  of  the  most  persistently  visible  and  contentious  issues 
in  the  U.S. -RMI  relationship  concerns  the  U.S.  Government's 
nuclear  weapons  tests  conducted  in  the  RMI  between  1946  and 
1958.   Under  Section  177  of  the  Compact,  the  United  States 
accepted  responsibility  for  compensation  for  damages  from  the 
testing  programs.   In  the  Agreement  for  Implementation  of 
Section  177,  the  U.S.  Government  agreed  to  provide  $150  million 
to  create  a  trust  fund,  targeted  to  produce  at  least  $18 
million  in  annual  income  to  be  disbursed  in  specified  amounts 
over  fifteen  years  to  persons  displaced  from  the  four  affected 
RMI  atolls  —  Bikini,  Enewetak,  Rongelap,  and  Utirik  —  and  to 
the  RMI  Government  for  health  care  for  the  population  of  the 
four  RMI  atolls  and  to  fund  a  Nuclear  Claims  Tribunal.   In  the 
Agreement,  the  U.S.  Government  also  reaffirmed  its  commitment 
to  provide  funds  for  resettlement  of  Bikini  "at  a  time  which 
cannot  now  be  determined."   Just  last  week,  on  September  19, 
the  Secretary  of  the  Interior  signed  an  agreement  committing 
approximately  $45  million  to  bring  about  a  final  resettlement 
of  the  people  of  Rongelap. 

While  the  Implementation  Agreement  constituted  "the  full 
settlement  of  all  claims,  past,  present  and  future"  related  to 
the  nuclear  testing,  it  provides  that  the  RMI  may  submit  a 
request  for  additional  compensation  to  the  U.S.  Congress  if: 
1)  Loss  or  damage  resulting  from  the  nuclear  testing  program  is 
discovered  which  could  not  reasonably  have  been  identified  as 
of  the  effective  date  of  the  Agreement,  and  2)  such  injuries 
render  the  provisions  of  the  Agreement  "manifestly 
inadequate."   RMI  representatives  have  said  that  two  additional 
atolls  should  be  considered  affected,  and  that  compensation  for 
all  the  affected  atolls  should  be  increased,  but  the  RMI  has 
not  submitted  a  formal  request  under  the  "changed 
circumstances"  provision  of  the  Compact - 
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U.S.  Relations  with  the  FAS 

Speaking  from  the  U.S.  point  of  view,  our  relationship  with 
the  Freely  Associated  States  remains  excellent.   All  are 
democratic  governments,  chosen  in  open  elections.   We  share  a 
mutual  respect  for  each  other's  sovereignty.   We  have 
recognized  the  island  nations'  statehood,  and  have  appointed 
Ambassadors  to  all  three  countries.   Each  FAS  has  built 
national  government  structures  to  run  its  country  and  to  carry 
out  international  relations.   In  international  fora  such  as  the 
United  Nations,  we  cooperate  closely  and  receive  strong  support 
for  U.S.  positions  on  important  votes. 

Mr.  Chairman,  while  there  remain  five  years  to  the  Compacts 
for  the  FSM  and  RMI ,  it  is  appropriate  to  consider  where  we 
stand  and  to  see  where  our  governments  hope  to  be  five  years 
from  now.   It  is  clear  to  all  of  us  here  in  this  room,  as  well 
as  governmental  leaders  in  the  Pacific,  that  the  world  of  1996 
is  much  different  from  the  world  of  1976  when  Compact 
negotiations  began,  or  from  1986  when  they  entered  into  force. 

Our  ties  with  these  islands  were  forged  in  World  War  II. 
The  Compacts  were  negotiated  during  the  Cold  War.   Now  our 
nations  are  dealing  with  the  new  threats  that  have  replaced  the 
Cold  War,  from  nuclear  proliferation  to  money  laundering  to 
environmental  degradation. 

Mr.  Chairman,  as  we  look  to  the  last  five  years  of  the 

Compacts,  we  do  so  with  a  different  world  view  from  that  the 

negotiators  held  twenty  years  ago.  How  shall  we  approach, 
then,  the  1999  deadline? 

Certainly,  we  will  be  working  with  more  than  a  decade  of 
experience  behind  us.   We  have  the  benefit  of  lessons  already 
learned,  and  can  work  out  new  approaches  that  reflect  the  new 
realities  of  today's  world. 

Mew  Approaches 

For  one  thing,  we  have  come  to  believe  that  trade  and 
investment,  not  foreign  aid  or  government  subsidies,  are  the 
most  reliable  engines  of  economic  growth  and  prosperity  in 
today's  world.   If  there  are  to  be  any  post-Compact 
arrangements,  and  if  the  FAS  are  to  take  their  place  in  the 
world  of  the  coming  century,  we  must  work  with  their 
governments  to  create  a  positive  investment  and  business 
climate  for  private  enterprise,  rooted  in  sound  business 
practices  and  the  rule  of  law. 
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Even  now,  under  the  present  Compact,  we  are  working  in  this 
direction.   The  U.S.  Government  is  supporting,  in  cooperation 
with  the  Asian  Development  Bank  (ADB) ,  Policy  Advisory  Teams  in 
the  FSM  and  RMI ,  advising  those  governments  on  steps  to  free  up 
the  economy,  downsize  the  national  government,  and  privatize 
many  governmental  functions.   At  the  same  time,  we  are  working 
with  the  FAS  and  other  Pacific  island  states  through  our  Joint 
Commercial  Commission  (JCC)  Working  Group  on  Trade  and 
Investment,  focussing  on  practical  measures  to  stimulate  the 
private  sector,  such  as  improving  access  to  the  Internet. 
Rationalization  of  the  aviation  sector  is  another  area  where  we 
believe  cooperative  efforts  can  pay  off. 

We  are  also  working  with  the  FAS  and  other  island  nations 
to  address  global  issues,  among  them  international  crime,  the 
environment,  and  fisheries.   We  welcome  the  active 
participation  of  each  FAS  in  the  South  Pacific  Regional 
Environmental  Program  and  other  regional  programs. 

To  protect  our  democracies  and  enable  all  of  our  economies 
to  flourish,  all  nations  must  establish  strong  national  systems 
and  work  together  bilaterally  and  multilaterally  to  combat 
crime.   The  FAS  nations,  like  all  nations,  should  be  concerned 
by  trends  in  transnational  crime.   We  must  all  be  vigilant 
against  money  laundering  and  other  financial  crimes,  especially 
as  traditional  international  banking/financial  centers  begin  to 
focus  on  eradication  of  such  crimes  and  criminals  look  for 
alternative  opportunities.   We  applaud  the  decision  of  the 
Government  of  Palau  to  repeal  its  offshore  banking  law,  which 
could  have  been  a  source  of  fraud  and  abuse. 

In  the  Pacific,  the  environment  is  an  integral  part  of  our 
relationship,  since  there  are  few  countries  on  Earth  better 
able  that  the  FAS  to  appreciate  the  close  linkage  between 
environment  and  prosperity.   Concern  about  global  warming  has 
understandable  interest  for  island  states  that  would  be 
devastated  by  a  rise  of  only  a  few  inches  in  the  sea  level.   In 
July  1996,  at  the  second  meeting  of  parties  to  the  Framework 
Convention  on  Climate  Change,  the  United  States  called  for 
binding  targets  and  timetables  for  greenhouse  gas  emissions 
reductions.   Negotiations  will  begin  in  December  to  set  the 
level  of  those  targets.   The  FAS  and  other  island  nations  will 
play  an  important  role  among  developing  countries  as  we  seek  to 
negotiate  targets  that  are  realistic  and  measures  that  allow 
for  maximum  national  flexibility. 
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Protection  of  the  marine  environment  is  vital  to  countries 
whose  principal  natural  resource  is  the  fisheries  in  their 
exclusive  economic  zones.   The  multilateral  fisheries  agreement 
between  the  United  States  and  South  Pacific  island  governments, 
including  the  FAS,  works  well  for  our  mutual  benefit.   Our 
mutual  efforts  contributed  to  the  adoption  of  the  UN  Agreement 
on  Highly  Migratory  Fish  Stocks  and  Straddling  Fish  Stocks,  a 
treaty  which  promotes  the  long-term  sustainable  use  of  highly 
migratory  species,  such  as  tuna,  by  balancing  the  interests  of 
coastal  states  and  states  whose  vessels  fish  on  the  high  seas. 
The  United  States  deposited  its  instrument  of  ratification  on 
August  22.   We  encourage  the  FAS  to  do  the  same. 

Issues  to  Consider 

These  are  just  some  of  the  new  or  re-emphasized  issues  that 
we  will  have  to  focus  on  in  the  post-Compact  era.   In  preparing 
for  that  time,  we  as  a  government  must  determine  where  we  want 
to  go.   Well  before  1999,  each  concerned  federal  agency,  and 
the  federal  agencies  together,  must  evaluate  each  program  to 
determine  whether  its  activities  will  be  terminated, 
transferred,  privatized  or  continued.   We  must  question  whether 
the  benefits  have  matched  the  cost  to  the  people  of  the  United 
States  and  to  the  people  of  the  Freely  Associated  States. 

As  we  consider  our  relationship  into  the  next  century,  we 
will  have  to  look  carefully  at  our  security  interests  and  our 
defense  arrangements  with  the  FAS.   At  this  point,  we  believe 
these  arrangements  have  contributed  measurably  to  the  security 
of  the  United  States  and  of  the  Freely  Associated  States. 
Similarly,  the  provisions  for  foreclosure  of  military  access  by 
third  countries  have  served  us  well.   But  as  we  approach  the 
end  of  the  Compact  period,  we  will  need  to  review  the  entire 
range  of  security  provisions  in  light  of  new  global  conditions 
and  stringent  fiscal  realities. 

As  the  State  Department  and  other  agencies  begin  working  on 
the  issues  that  we  will  want  to  consider  by  the  time 
negotiations  begin  on  post-2001  arrangements,  we  will  keep 
interested  members  of  Congress  informed.   We  cannot  know  at 
this  point  which  direction  our  relationship  will  take  after 
2001,  but  we  are  prepared  to  lay  the  groundwork  within  the  U.S. 
Government  now  and  to  approach  the  1999  negotiations  with  an 
open  mind,  bearing  in  mind  the  financial  realities  that  are 
almost  certain  to  apply  at  that  time,  and  the  necessity  to  work 
closely  with  the  Congress. 

Thank  you,  Mr.  Chairman. 
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statement  of  Allen  P.  Stayman,  Director,  Office  of  Insular  Affairs, 
Department  of  the  Interior,  before  the  House  Subcommittee  on  Asia 
and  the  Pacific  and  the  House  Subcommittee  on  Native  American  and 
Insular  Affairs,  regarding  the  Compacts  of  Free  Association, 
September  25,  1996 

Mr.  Chairman  and  members  of  the  Subcommittee  on  Asia  and  the 
Pacific,  and  the  Subcommittee  on  Native  American  and  Insular 
Affairs,  I  am  pleased  to  appear  before  you  today  to  discuss  this 
nation's  free  association  relationships  with  the  Republic  of  the 
Marshall  Islands  (RMI) ,  the  Federated  States  of  Micronesia  (FSM) , 
and  the  Republic  of  Palau. 

In  your  invitation  you  requested  that  I  first  describe  the  compacts 
of  free  association;  second,  assess  the  achievement  of  the  their 
original  goals;  and  third,  suggest  issues  that  will  need  to  be 
addressed  as  we  approach  the  end  of  the  compacts. 

COMPACT  DESCRIPTION 

Under  the  direction  of  the  Interagency  Group  on  Micronesia,  chaired 
by  the  Department  of  State,  the  President's  Personal  Representative 
for  Micronesian  Status  Negotiations  negotiated  compacts  of  free 
association  with  the  Republic  of  the  Marshall  Islands  and  Federated 
States  of  Micronesia,  implemented  in  1986,  and  with  the  Republic  of 
Palau,  implemented  in  1994. 

The  documents  that  define  the  relationship  between  the  United 
States  and  the  freely  associated  states  (FAS)  include:  the  compacts 
as  negotiated;  the  numerous  subsidiary  agreements  to  the  compacts; 
Public  Laws  99-239  and  99-658,  through  which  the  Congress  approved 
the  compacts;  and  other  legislation  subsequently  enacted  by  the 
Congress. 

As  negotiated,  the  compacts  set  forth  the  elements  of  the 
relationship  in  four  titles:  Governmental  Relations,  Economic 
Relations,  Security  and  Defense  Relations,  and  General  Provisions. 
However,  titles  I  and  II  were  substantially  altered  by  the  Congress 
during  and  after  the  approval  process.  Title  I  of  the  negotiated 
compacts  did  not  envision  recognition  of  the  freely  associated 
states  as  fully  independent  nations  in  the  international  community. 
Shortly  after  the  RMI  and  FSM  compacts  were  implemented  in  1986, 
the  Administration  proposed  legislation,  which  Congress  approved, 
upgrading  diplomatic  relations  so  that  they  conformed  to  the 
standards  of  the  Geneva  Convention.  This  change  had  significant 
implications  for  how  the  FAS  and  the  relationship  of  free 
association  were  perceived. 

The  role  of  the  Department  of  the  Interior  focuses  on  title  II  -- 
economic  relations  --  because  the  Congress,  in  section  105(b) (2)  of 
Public  Law  99-239,  stipulated  that  all  appropriations  under  the 
compacts  must  be  made  to  the  Secretary  of  the  Interior.  Congress 
also  assigned  responsibility  to  the  Secretary  of  the  Interior  to 
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coordinate  and  monitor  United  States  domestic  programs  in  the  FAS. 
Accordingly,  I  will  focus  my  comments  on  title  II. 

Title  II  is  composed  of  three  principal  elements:  financial 
assistance;  program  assistance;  and  tax  and  trade  investment 
incentives. 

First,  I  will  briefly  describe  financial  assistance.  Over  the 
fifteen-year  life  of  FAS  compact  funding,  it  is  expected  that  the 
United  States  will  pay  $958  million  to  the  Marshall  Islands,  $1,355 
billion  to  the  Federated  States  of  Micronesia,  and  $603  million  to 
Palau  in  direct  financial  assistance.  This  financial  assistance, 
most  of  which  is  guaranteed,  is  provided  with  maximum  flexibility 
and  an  emphasis  on  capital  development  through  a  provision  that 
requires  that  forty  percent  of  the  financial  assistance  must  be 
spent  on  capital  development.  Tables  displaying  the  estimates  of 
the  value  of  the  fifteen  years  of  financial  assistance  for  each  of 
the  FAS  are  provided  as  an  Addendum. 

Second,  with  respect  to  program  assistance,  under  section  221(a) 
the  United  States  agreed  to  provide  the  FAS  with  the  services  of 
the  Weather  Service,  Federal  Emergency  Management  Agency  (except 
Palau) ,  Postal  Service,  Federal  Aviation  Administration,  and  the 
Civil  Aeronautics  Board.  While  the  costs  of  these  services  cannot 
be  exactly  determined  until  after  they  are  rendered,  our  current 
fifteen-year  estimate  is  $162  million  for  the  three  countries. 
This  "Federal  Services"  assistance  is  also  presented  in  the 
Addendum . 

Section  224  of  the  compacts  provides  that  additional  United  States 
program  assistance  may  be  extended  from  time-to-time  by  the 
Congress.  This  provision  has  been  used  extensively.  In  fact, 
section  105(h) (1)  of  the  legislation  approving  the  compacts  (P.L. 
99-239)  extended  the  programs  of  the  Legal  Services  Corporation, 
Public  Health  Service,  and  the  Farmers  Home  Administration.  The 
compact  legislation,  in  sections  102(a)  and  103(a),  extended  law 
enforcement  and  illegal  drug  enforcement  programs  to  the  RMI  and 
FSM,  and  section  103  also  extended  agricultural  and  food  programs 
and  radiological  health  care  to  the  RMI.  Additionally,  as  partial 
compensation  for  the  removal  of  tax  and  trade  incentives,  the 
Congress  extended,  in  section  111(a),  the  programs  of  the  Federal 
Deposit  Insurance  Corporation,  Small  Business  Administration, 
Economic  Development  Administration,  Rural  Electrification 
Administration,  Job  Training  Partnership  Act,  Job  Corps,  and  the 
marine  resource  and  tourism  programs  of  the  Department  of  Commerce. 
Finally,  all  United  States  domestic  programs  originally  scheduled 
for  immediate  termination  upon  implementation  of  the  compact,  were 
instead  subject  to  a  three-year  phase-out  under  sections  105(c) (2) 
and  105  (i)  (2)  . 

This  pattern  of  extending  FAS  eligibility  for  United  States 
domestic  programs  and  services  under  compact  section  224,  has 
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continued  since  enactment  of  the  compact  approval  legislation.  FAS 
citizens  were  made  eligible  for  Pell  post -secondary  education 
grants  beyond  the  first  four  years  negotiated  in  the  compacts.  The 
FAS  also  were  allowed  to  receive  Department  of  Education  programs 
through  the  Pacific  Regional  Education  Laboratory. 

It  is  important  to  note  that  the  compacts,  as  originally 
negotiated,  anticipated  that  all  United  States  domestic  programs 
would  be  budgeted  under  compact  section  221(a)  and  through  the 
Department  of  the  Interior.  When  the  Congress  extended  additional 
programs,  however,  it  did  not  direct  that  they  be  budgeted  and 
administered  through  this  unified  appropriation  to  the  Department 
of  the  Interior,  and  were  instead  administered  by  each  United 
States  Federal  agency.  This  significantly  eased  program 
administration  but  has  made  it  more  difficult  to  track  such 
programs.  For  example,  it  is  impractical  to  track  the  relatively 
limited  funding  paid  directly  to  individuals,  small  businesses,  or 
non- governmental  agencies. 

Although  there  is  significant  fluctuation  each  year  in  the  total 
value  of  these  United  States  domestic  programs  in  the  FAS,  the 
average  is  approximately  $9  million  annually  for  the  FSM,  and 
approximately  $5  million  annually  for  the  RMI . 

ASSESSING  THB  COMPACTS 

Next,  your  invitation  requested  an  assessment  of  how  well  the 
compacts  are  achieving  their  original  goals.  While  the  Department 
of  the  Interior  does  not  have  primary  responsibility  for  title  I 
(Governmental  Relations)  and  title  III  (Security  and  Defense 
Relations) ,  we  concur  in  the  assessment  of  the  Department  of  State 
that  the  goals  of  those  titles  are  being  successfully  achieved. 

Title  II  Assessment  --  Tzuc  and  Trade 

The  goal  of  title  II  as  stated  in  compact  section  211(a)  is  "to 
assist  the  (freely  associated  states)  in  their  efforts  to  advance 
the  economic  self-sufficiency  of  their  peoples".  The  three  tools 
proposed  in  the  Compacts  to  meet  this  goal  were:  financial 
assistance;  program  assistance;  and  tax  and  trade  investment 
incentives.    _  . 

Over  the  fifteen-year  term  of  the  compact,  the  tax  and  trade 
investment  provisions,  designed  to  stimulate  private  sector 
development,  were  to  complement  the  financial  and  program 
assistance  provisions,  supporting  the  public  sector.  The  private 
sector  was  intended  to  develop  as  public  sector  financial 
assistance  decreased.  However,,  the  compacts'  economic  development 
policy  was  changed  by  the  Congress  during  the  approval  process  from 
a  three  pronged  approach  to  a  two  pronged  approach. 
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Congress  eliminated  much  of  this  third,  and  perhaps  most  important, 
tax  and  trade  element  of  the  compacts'  economic  development 
strategy.  The  United  States'  contribution  to  FAS  economic 
development  is  thus  based  on  United  States'  services  and  program 
assistance  which  are  scheduled  to  terminate  after  compact  year 
fifteen;  and  on  financial  assistance,  which  was  reduced  in  year 
six,  and  will  be  reduced  again  in  year  eleven  --  six  days  from  now. 
While  we  will  never  know  the  precise  role  that  tax  and  trade 
investment  incentives  would  have  played,  it  is  difficult  to  argue 
that  they  would  not  have  strengthened  economic  performance.  In  any 
case,  it  is  now  clear  that  insufficient  private  sector  development 
has  occurred  in  the  FSM  and  RMI  to  offset  the  reductions  in  United 
States  financial  and  program  assistance. 

A  principal  point  to  be  made  in  assessing  the  performance  of  the 
compacts,  is  that  this  fundamental  policy  change  on  investment 
incentives,  which  de-emphasized  the  private  sector's  role  in 
economic  development,  weakened  the  potential  of  the  policy. 

Title  II  Assessment  --  Planning 

A  second  point  to  be  made  in  assessing  the  achievement  of  the 
economic  goal,  is  that  in  the  rush  to  implement  the  compacts  in 
1986,  insufficient  attention  was  paid  to  economic  planning.  The 
economic  development  plans  developed  by  the  RMI  and  FSM  were 
inadequate.  Notwithstanding  this  fact ,  the  Administration  proposed 
and  the  Congress  concurred  (sections  102(b)  (1)  and  103(b)  (1)  of 
P.L.  99-239)  in  the  implementation  of  the  compacts  based  on 
approval,  with  reservations,  of  the  FAS  economic  development  plans 
by  the  United  States.  Congressional  authorization  of  compact 
implementation  without  approved  economic  development  plans  was 
contrary  to  the  original  intent  of  compact  section  211(b). 

The  FAS  did  not  have  the  necessary  experience  and  expertise  for 
good  economic  planning  and  implementation,  and  did  not  require 
their  hired  planners  to  develop  viable  economic  plans  with  specific 
goals,  strategies,  and  milestones,  and  a  clear  linkage  with  United 
States  financial  assistance.  This  planning  deficiency  was 
compounded  by  a  lack  of  broad  political  understanding  and 
commitment  to  the  economic  plans  within  the  FAS.  Because  the 
planning  documents  lacked  specific  goals,  they  could  not  act  as 
foundations  for  future  political  decision-making  on  economic 
issues. 

In  1993,  the  incoming  Administration  recognized  and  responded  to 
these  problems.  After  close  consultation  between  the  Departments 
of  the  Interior  and  State,  we  developed  a  new  policy  featuring  two 
elements.  First,  we  initiated  the  annual  bilateral  economic 
consultations  called  for  in  the  compact  subsidiary  agreements,  but 
which  had  never  been  held.  These  annual  meetings  have  been 
valuable  in  providing  an  on-going  assessment  of  FAS  economic 
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development,  and  in  strengthening  FAS  economic  planning  and 
dec is ion -making. 

Second,  the  Department  of  the  Interior  contracted  with  the  Asian 
Development  Bank  to  provide  economic  planning  expertise  for  FAS 
use.  Under  this  arrangement,  two  teams  of  two  economists  each  are 
stationed  in  the  Marshall  Islands  and  the  Federated  States,  and  are 
charged  with  assisting  the  governments  with  economic  planning  and 
decision-making.  In  addition,  they  are  responsible  for  aiding  the 
coordination  of  United  States  assistance  with  assistance  provided 
by  other  Asian  Development  Bank  donor  countries. 

These  new  elements  in  the  economic  development  policy  have  been 
successful  in  enhancing  FAS  economic  planning  capabilities  and 
decision-making.  We  believe  that  they  are  helping  the  FAS  to  cope 
with  the  very  substantial  challenges  they  face  as  United  States 
assistance  continues  to  decline. 

Title  II  Assessment  --  Federal  Progreuns 

United  States  domestic  programs  account  for  less  than  ten  percent 
of  direct  United  States  compact  assistance,  and  our  assessment  is 
that  their  value  is  mixed,  depending  on  the  program. 

United  States  programs  are  generally  designed  to  serve  United 
States  domestic  goals  --  not  the  needs  of  developing  countries  like 
the  FAS.  The  value  of  United  States  domestic  programs,  therefore, 
is  proportional  to  the  overlap  of  their  domestic  program  goals  with 
FAS  goals.  For  example,  the  goals  of  the  United  State  Public 
Health  Service  are  compatible  with  the  goals  of  the  FAS.  As  a 
contrary  example,  the  goals  of  certain  United  States  education 
programs  have  limited  relation  to  Pacific  island  education  systems 
and  job  opportunities. 

The  Office  of  Insular  Affairs'  (OIA)  technical  assistance  program, 
however,  has  been  particularly  successful.  This  program  is 
effective  because  the  objectives  of  each  grant  are  specifically 
tailored  to  meet  the  FAS  applicant's  specific  needs.  In  fact,  in 
the  majority  of  cases,  an  FAS  applicant  defines  the  need  or 
problem,  and  this  program  provides  funds  aimed  at  finding  and 
implementing  a  solution. 

Examples  of  such  success  are:  the  Asian  Development  Bank  grant  for 
economic  planning  and  decision-making  assistance;  a  grant  to 
Pohnpei  to  create  a  self-supporting  and  independent  public  utility 
corporation;  and  the  Pacific  Islands  Training  Initiative,  which 
continually  upgrades  the  skills  of  governmental  employees. 

A  final  point  with  regard  to  Federal  program  assistance  is  that 
programs  work  best  in  the  FAS  when  approval  is  discretionary  and 
under  which  special  terms  and  conditions  are  agreed.  When  the 
assistance   is   only  available  on  a  discretionary  basis,   FAS 
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officials  must  persuade  Federal  agencies  of  its  merit.  The 
requirement  for  a  local  funding  match  can  often  help  to  assure 
local  commitment  to  the  program,  including  political  support. 


ISSUES  THAT  NEED  TO  BE  ADDRESSED 

Finally,  you  requested  our  views  with  respect  to  issues  that  need 
to  be  addressed  as  we  approach  the  end  of  the  compact  period. 

First,  because  the  value  of  United  States  financial  assistance  has 
been  diminished  by  a  lack  of  economic  planning  expertise  and 
informed  economic  decision-making,  we  must  make  further  efforts  to 
improve  FAS  performance  in  these  areas.  Our  current  emphasis  on 
ADB  expertise  and  bilateral  consultations  with  the  FAS  provide  a 
basis  for  these  efforts. 

Second,  on  a  case-by-case  basis,  the  performance,  efficiency,  and 
relevance  of  each  United  States  domestic  programs  should  be 
evaluated.  This  evaluation  should  be  conducted  in  light  of 
changing  United  States  interests  in  Micronesia,  and  the 
contributions  of  other  donor  countries. 

Third,  reconsideration  should  be  given  to  tax  and  trade  policies 
that  would  shift  development  emphasis  from  the  public  to  the 
private  sector. 


I  wish  to  express  my  appreciation  to  the  subcommittees  for  calling 
this  oversight  hearing.  The  discussion  of  pressing  issues  in  the 
freely  associated  states,  in  this  public  forum,  is  of  immense  value 
in  raising  awareness  of  the  compacts  among  policy  makers,  assessing 
compact  performance,  and  developing  policies  for  a  successful 
transition  to  the  year  2002  and  beyond. 
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statement  of  M.James  Wilkinson 

Former  US  Ambassador  and  Head  of  Delegation 

to  the  UN  Trusteeship  Council 

September  2b,    1996 

House  Committee  on  International  Relations, 

Subcommittee  on  Asia  and  the  Pacific 


The  US  and  the  Freely  Associated  States: 
Charting  a  New  course 
********************* 

Mr.  Chairman- 
It  is  indeed  an  honor  and  pleasure  for  me  to  be  here  today.   I 
particularly  welcome  the  opportunity  because  it  has  seemed  to  me 
for  some  time  that  our  friends  in  the  Freely  Associated  States 
(FAS)  are  in  danger  of  being  overwhelmed  by  the  complexity  of 
global  change  and  overlooked  by  the  US  Government.   In  the  new, 
post-Cold  War  circumstances,  the  US  Government  seems  also  to  have, 
lost  part  of  its  compass  with  respect  to  the  islands. 

Redirecting  US  foreign  policy  after  the  end  of  the  Cold  War  has 
not  been  an  easy  task,  and  the  islands  are  of  necessity  way  down 
on  the  priority  list  for  high-level  attention.   Nonetheless,  the 
Washington  bureaucracy  has  not  been  idle  —  an  interagency  group 
study  in  early  1994  took  a  fresh  look  at  the  Compacts  and  what 
comes  next.   It  put  a  set  of  ideas  on  the  table  having  to  do  with 
more  rational  development  policies,  effective  use  of  US  agency 
programs  and  the  like. 

This  has  been  a  good  effort,  but  it  looks  through  the  small  end 
of  the  telescope.   I  do  not  yet  perceive  a  cohesive  framework,  a 
clear  statement  of  US  interests  and  policy  objectives  reaching  on 
into  the  next  century.   What  is  still  racking  is  vision  and 
imagination  —  the  missing  ingredients  in  most  bureaucratic 
recipes. 

The  "Vision  Thirc?" 

In  sum,  what  are  US  interests  and  where  do  we  want  to  be  with  the 
FAS  in,  say,  20  years?  Good  policy  planning  requires  a  strategic 
vision,  in  this  case  to  address  not  only  the  former  Trustees,  but 
also  the  vast  expanse  of  Pacific  Ocean  that  surrounds  them. 

At  some  elementary  level,  we  could  say  the  US  has  such  a  vision. 
Obviously,  for  the  FAS  as  elsewhere,  we  want  peace  and 
prosperity,  friendly  relations,  stable  democratic  governments  and 
thriving  market  econonies.    But,  that  hardly  goes  far  enough;  it 
begs  the  tough  questions. 
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us  intfirftfits  --  why  care  at  alx  ? 

What's  in  it  for  the  US?  We  took  responsibility  for  the  islands 
to  protect  our  national  security  interests,  but  Where's  the 
threat  these  days?  And,  consequently,  is  it  hard-nosed  US 
interest  or  soft-hearted  US  largesse  that  is  justifying  our 
provision  of  development  assistance? 

My  own  experience  in  grappling  with  these  issues  and  the  Trust 
Territory  began  when  I  served  as  Deputy  US  Representative  in  the 
Security  Council  at  our  Mission  to  the  United  Nations  in  1989-91, 
and  also  headed  our  delegation  to  the  Trusteeship  Council  for  two 
of  those  years.    At  the  time,  long-range  thinking  was  not  at 
issue.   There  was  some  concern  about  whether  such  small  countries 
had  the  resource  base  and  freedom  from  US  government  influence  to 
take  on  the  challenges  of  independence,  but  potential  problems, 
whatever  they  might  turn  out  to  be,  would  be  dealt  with  later. 

In  the  summer  of  1991,  the  State  Department  sent  me  twice  to 
Palau  as  a  kind  of  itinerant  tinker  to  move  along  the  process  of 
terminating  that  trusteeship.   The  driving  consideration  in 
Washington  was  essentially  the  desire  to  end  an  uncomfortable, 
anachronistic  relationship  with  some  15,000  Palauans,  who  were 
holding  on  to  Trusteeship  in  part  because  they  were  unsure  what 
the  future  would  bring.   From  the  Washington  perspective, 
termination  was  the  important  action;  what  would  follow  over  the 
longer  term  could  be  sorted  out  later. 

"Later"  is  becoming  sooner.   As  this  Hearing  reflects,  now  is  the 
time  to  draw  up  the  roadnap  to  take  the  US  on  past  2001.   Let  rae 
take  a  brief  look  at  three  key  elements  which  should  be  addressed 
in  American  strategic  planning: 

—  US  defense  interests  and  how  they  have  changed; 

—  the  new  challenges  of  global  issues,  especially  the 
environment;  and 

—  the  US  commitment  to  socio-economic  development  and 
what's  still  missing. 

Strategic  denial  —  why  care  any  more? 

Looking  back  on  history,  various  people  in  this  room  might  have 
different  summaries  of  the  original  vision  which  shaped  the  US 
Government's  relationship  with  the  Trust  Territory,  but  I  think 
most  would  agree  it  was  a  highly  paternalistic  and  self-serving 
approach.   In  essence  Americans  crafted  a  unique  UN-approved 
foster-parent  relationship  to  make  sure  that  no  aggressor  would 
ever  again  use  the  islands,  as  the  Japanese  had  done,  to  threaten 
American  interests. 


By  the  1960's,  however,  the  prospect  of  foot-soldier  fighting 
such  as  took  place  on  the  islands  during  World  War  II  became 
remote,  and  the  new  threat  was  nuclear  warfare,  with  subs 
prowling  Pacific  waters.   By  the  early  1990's,  however,  there 
seemed  no  likely  scenario  that  would  either  result  in  a  hostile 
power  "taking  over"  the  territories  against  American  wishes,  or 
involve  the  islands  and  their  waters  in  some  nuclear  war 
activity. 

Now,  Washington  seems  to  have  gone  from  relaxed  to  don't  care  on 
the  security  front. 

Nonetheless,  what  you  see  when  you  look  at  a  map  of  the  Pacific 
are  important  bilateral  US  defense  relationships  in  a  broken  arc 
fron  South  Korea  and  Japan,  through  Taiwan,  Thailand  and  the 
Philippines  to  Australia.   Guam  is  the  forward  military 
bridgehead  on  US  ground,  from  which  we  can  leap  as  necessary  not 
only  to  Asia  and  the  Pacific  but  also  on  into  the  Persian  Gulf  — 
witness  the  Pacific  Fleet  ships  on  duty  there  and  the  B-52's  that 
recently  bombed  Iraq. 

Between  Hawaii  and  Guam,  the  space  is  largely  filled  by  the 
Freely  Associated  States  and  their  ocean  waters.   It  seems 
therefore  self-evident  that  to  protect  the  forward  presence  in 
Guam  and  beyond,  there  is  a  continuing  US  strategic  interest  in 
the  FAS  —  as  before:  to  maintain  friendly  governments  and  deny 
potential  hostile  outside  presence  in  these  areas. 

US  security  —  a  done  deal? 

The  more  cogent  question  today  is  whether  these  goals  are  already 
in  hand,  assured  by  the  Compacts  and  the  extensive  ties  that  have 
been  built  up  between  the  US  and  the  Associated  States?  The  US 
policy  assumption  over  the  last  few  years  has  leaned  toward  yes: 
why  worry;  we've  done  our  part;  the  legal  framework  is  there; 
let's  pay  off  the  Compact  bills,  and  that's  that. 

To  Be,  however,  the  answer  is  no:  we  should  not  take  the  FAS  and 
our  secure  position  there  for  granted.   If  the  US  follows  up 
after  2001  with  a  hard-nosed,  cut-to-the-bone  approach,  leaving 
the  FAS  to  squeeze  what  progress  it  can  frou  its  own  and  other 
foreign  resources,  the  outlook  is  uncertain  at  best.   Fragile 
economies  and  weak  governments  will  be  vulnerable  to  outside 
influences  from  whatever  quarter,  and  such  a  circumstance  does 
not  seem  to  me  to  be  in  US  interest. 

Rather  than  drift  on  to  and  past  2001,  the  starting  point  for  US 
policy  should  be  a  clearly  stated  intention  for  our  own  national 
i nterftst-R  to  carry  forward  not  only  the  letter,  but  also  the 
spirit  of  the  Compacts.   They  were  written  in  large  measure  to 
protect  our  security  by  providing  for  a  long  term  US  engagement 


with  a  long  term  US  willinqness  to  assure  the  citizens  of  FAS  a 
safe  and  secure  future.   It  remains  in  our  intnrest  to  do  so; 
budget  pressures  should  not  tool  us  into  thinking  otherwise. 

New  issiipg    e.g.  tuna,  reefs  and  giant  clams 

When  the  Trusteeship  was  established,  tnere  was  little  or  no 
vision  in  any  environmental  crystal  ball.   Only  much  later  did 
the  US  (and  others)  come  to  recognize  the  importance  of 
protecting  our  seas  and  lands. 

The  FAS  barely  have  the  resources  to  participate  in  international 
environmental  activities,  much  less  to  effectively  enforce  laws 
in  the  ocean  areas  under  their  control.   The  magnitude  of  the 
ocean  waters  involved  justify  greater  American  involvement  to 
help  with  education,  management  and  enforcement.   It  is  not  a 
situation  which  we  can  hope  to  address  with  100%  solutions,  but 
it  is  something  we  should  do  as  a  matter  of  greater  priority  with 
a  commensurate  commitment  of  resources.   Because  it  is  in  our  own 
interest  to  do  so. 

On  other  global  issues,  such  as  illegal  drugs  and  criminal 
conspiracies,  or  health  issues,  it  is  also  in  the  US  interest  to 
take  advantage  of  our  favorable  position  and  stay  engaged  with 
the  FAS  for  some  time  to  come.   The  alternative  of  rapid 
disengagement  could  well  lead  to  exploitation  by  criminal 
elements,  and  the  possibility  of  greater  expense  over  the  long 
run  to  set  things  right. 

And  the  economy,  stupid... 

The  heart  of  the  dilemma:   if  it  is  in  US  interest  to  stay 
engaged,  is  it  also  in  our  interest  to  continue  the  substantial 
levels  of  grant  assistance  intended  to  advance  the  FAS  to 
economic  "self-sufficiency?"  Or  is  that  something  we  do  out  of 
the  goodness  of  our  heart  and  can  thus  be  abandoned  when  we  need 
charity  more  at  home  in  the  US? 

As  you  know,  the  US  signed  on  to  the  obligation  in  the  1947 
Trusteeship  document  to  promote  not  only  "economic  advancement," 
but  specifically  also  "self-sufficiency."    Substantial 
development  has  been  achieved  over  the  years.   In  truth  the  FAS 
have  a  relatively  high  standard  of  living  compared  to  many 
similar  island  countries. 

But,  Members  of  the  Subcommittee  are  well  aware  of  the 
discouraging  bottom  line  as  of  today.   I  personally  was  most 
impressed  by  the  findings  of  the  US  interagency  review  group  and 
Asian  Development  Bank  studies,  that  70  per  cent  of  GNP  for  RMI 
and  FSM  came  from  US  grants.   Per  capita  annual  GNP  at  current 
prices  is  running  around  $2,000  and  this  figure  would  drop 
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TB8TIM0NT 

Presented  to  the  House  Committee  on  International  Relations 

Subcommittees  on  Asia  and  the  Pacific  and 

on  Native  American  and  Insular  Affairs 

by  Oustav  F.  Papanek 
President,  Boston  institute  for  Developing  Economies  (BIDE) 

September  25,  1996 

Chairman  Bereuter,  Members  of  Congress,  colleagues  and  interested 
observers  of  Micronesia. 

Thank  you  for  giving  me  this  opportunity  to  testify.  I  do 
so  purely  as  a  private  citizen  and  in  no  way  speak  for  either  the 
Government  of  the  Federated  States  of  Micronesia  (FSM)  nor  the 
Asian  Development  Bank  (the  ADB).  Indeed  it  is  entirely  possible 
that  one  or  both  might  disagree  with  some  of  the  things  I  say. 

My  interest  in  the  FSM  started  three  years  ago,  when  the  ADB 
asked  me  to  develop  an  appropriate  strategy  for  the  ADB  to  help 
the  FSM  develop  greater  self-sufficiency.  Subsequently  I  also 
reviewed  the  program  in  the  Republic  of  the  Marshall  Islands 
(RMI)  for  the  ADB.  Since  May  1995  I  have  been  the  Director  of  a 
Policy  Advisory  Team  for  the  Government  of  FSM,  financed  by  the 
ADB  and  have  worked  in  the  country  every  few  months. 

It  might  be  useful  for  you  to  know  that  I  have  worked  as 
adviser  on  economics  to  governments  in  Asia  and  elsewhere  since 
1954,  first  as  a  faculty  member  of  Harvard  University  and 
Director  of  its  Development  Advisory  Service,  later  when  I  was 
chairing  the  Economics  Department  of  Boston  University,  and  in 
the  last  9  years  as  President  of  the  Boston  Institute  for 
Developing  Economies.  Based  on  this  experience  there  are  a  few 
points  I  would  like  to  make  today: 

1.  In  the  last  year  the  FSM  government  has  carried  out  some 
remarkably  courageous  economic  reforms. 

2.  These  are  all  the  more  courageous  because  the  FSM  is  a 
democracy  where  those  who  adopt  unpopular  policies  can  be  voted 
out  of  office  and  the  leadership  is  adopting  such  policies  before 
much  of  the  electorate  has  any  sense  of  crisis. 

3.  But  these  major  and  courageous  steps  are  simply  inadequate 
to  solve  the  immense  adjustment  problems  the  FSM  faces. 

4.  With  time  and  even  more  far-reaching  reforms  the  FSM  could 
quite  quickly  reduce  its  dependence  on  US  assistance  and  move 
towards  being  self-supporting. 
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5.  The  US  could  play  a  constructive  role  in  making  a 
contribution  to  the  establishment  of  an  economically  viable 
country.      It  is  in  the  US  interest  to  do  so. 

The  Courageous  Actions  taken  bv  the  FSM  Governments 

There  has  been  a  dramatic  change  in  the  attitude  of  FSM 
government  officials  and  other  leaders  in  the  last  3-4  years. 
Earlier  there  was  the  understandable  hope  that  no  painful 
adjustments  would  be  needed,  that  the  US  would  continue  to 
support  FSM  generously  after  the  end  of  the  first  15  years  of  the 
Compact.  This  optimistic  view  was  reinforced  by  several  American 
advisers  to  the  Government  who  assured  everyone  that  ultimately 
the  US  government  would  see  that  it  was  in  its  interest  to 
continue  to  provide  substantial  aid.  Since  such  optimism  made  it 
unnecessary  to  take  some  very  grim,  and  politically  costly, 
decisions,    it  was  widely  accepted. 

That  view  has  now  largely  disappeared.  From  the  President  on 
down  the  leadership  has  accepted  that  FSM  can  not  count  on  a 
continued  flow  of  funds  from  the  US  at  traditional  levels.  The 
acceptance  of  that  sad  fact  has  resulted  in  some  actions  that 
would  be  remarkable  for  any  government.  To  accommodate  declining 
Compact  funding  and  an  uncertain  future  the  governments  have 
taken  a  number  of  difficult  steps,    including: 

1.  A  20%  cut  in  the  pay  of  government  employees  in  Chuuk  (Truk), 
the  largest  State.     Wage  cuts  are  under  way  in  other  States. 

2.  All  States  are  committed  to  an  Early  Retirement  Program  to 
cut  government  employment  25-37%  in  different  States. 

3.  All  States  have  implemented  hiring  freezes,  ended  seniority 
and  cost  of  living  increases,  and  frozen  promotions.  As  a  result 
total  spending  on  employees  of  all  FSM  governments  combined  is 
down  nearly  20%  between  FY  1995  and  budgets  for  FY  1997  (starts 
October  1,  1996).  When  inflation  is  taken  into  account  the  real 
cut  in  personnel  costs   is  likely  to  be  about  one  quarter. 

4.  An  increase  in  the  general  sales  tax  by  3%  and  a  10%  tax 
surcharge  on  such  "luxuries"  as  beer  and  soft  drinks  will  be 
voted  on  by  the  Chuuk  legislature  shortly. 

5.  All  States  have  reduced  subsidies  to  utility  services  and 
improved  their  reliability.  Pohnpei,  the  second  largest  State, 
has  advanced  the  furthest,  increasing  electricity  charges  by 
about  40%,  rationalizing  the  rate  structure,  and  essentially 
covering  both  its  current  and  investment  cost.  This  has  been 
implemented  despite  strong  protests  from  consumers,  some  of 
must   now  pay  double  their  previous  charge  for  electricity. 


Two  Other  States  are  covering  operating  coats  after  imposing 
rate  increases.  Chuuk,  recovering  from  near-total  failure  of  its 
power  system,  has  fully  committed  to  commercialization,  as 
evidenced  by  requiring  consumers  to  pay  large  debts  before 
connecting  them  again  to  the  electric  supply. 

6.  Relatively  low  and  uniform  tariffs  on  3  groups  of  commodities 
were  imposed  earlier  to  reduce  the  almost  complete  dependence  on 
imported  goods  and  to  begin  encouraging  the  growing  and 
consumption  of  locally  grown  food  and  drinks. 

7.  As  a  result  of  such  actions  the  operating  budgets  of  the  five 
governments  which  were  in  deficit  by  over  a  million  dollars  in  FY 
1995  are  expected  to  have  a  surplus  of  about  $  20  million  in  FY 
1997.  That  will  be  quite  a  turnaround.  It  is  all  the  more 
remarkable  because  over  the  same  period  Compact  funds  from  the  US 
supporting  these  budgets  declined  by  $  8  million. 

The  FSM  has  carried  out  these  and  other  reforms  even  though 
it  did  not  have  to  do  so.  Reforms  are  usually  carried  out  when  a 
government  has  no  other  choice,  when  its  back  is  against  the 
wall.  But  the  country  as  a  whole  still  has  substantial  reserves. 
The  easy  path  would  have  been  to  continue  spending,  to  leave 
government  salaries  unchanged  and  to  finance  the  deficits  out  of 
reserves.     But  the  FSM  governments  made  the  sacrifices  now. 

The  High  Political  Cost  of  Reforms 

What  is  most  remarkable  about  the  implementation  of  reforms 
is  that  FSM  is  a  democracy  where  elections  are  usually  contested, 
the  outcome  is  uncertain  and  there  is  reasonable  turnover  in 
offices.  Politicians  who  do  unpopular  things  can  find  themselves 
out  of  office  on  the  day  after  the  next  election. 

So  it  takes  considerable  political  courage  to  vote  for  or 
advocate  the  reforms.  The  civil  servants  whose  pay  has  been  or 
will  be  cut,  and  their  families,  are  the  largest  bloc  of  voters 
in  the  country  and  they  are  not  happy.  It  would  have  been  a  lot 
easier  to  draw  down  the  reserves  and  let  the  next  President, 
Vice-President,  Governors  and  members  of  the  legislature  worry 
about  what  to  do  when  the  reserves  are  gone  and  when  the  current 
phase  of  the  Cc^npact  has  come  to  an  end. 

Moreover  the  electorate  as  a  whole  is  not  convinced  that 
major  sacrifices  now  are  necessary.  Since  large  scale  funding 
from  the  US  is  assured  for  another  5  years  and  what  happens  after 
that  is  uncertain  many  ask  why  their  income  is  being  cut  and 
their  costs  are  being  increased  now.  It  takes  considerable 
political  courage  to  take  unpopular  steps  before  the  voters  have 
a  sense  of  crisis. 
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Th?  fi?t9rmg  flgg  n<?t  Enough 

However  courageous  the  reforms,  however  difficult 
politically,  those  carried  out  so  far  are  quite  inadequate  to 
deal  with  the  problems  the  FSM  faces,  in  fact,  the  FSM  (and  RMI) 
have  perhaps  THE  most  difficult  economic  adjustment  problems 
which  any  country  has  faced  in  peacetime.  The  country  can  not 
adequately  feed  itself  at  present  without  US  funding,  because 
population  has  been  growing  rapidly  and  subsistence  agriculture, 
fishing  and  other  activities  have  declined  over  the  last  40  years 
as  US  funds  supported  an  expansion  of  government  activities 

Recent  estimates  are  that  without  further  reform  on 
optimistic  assumptions  about  continued  aid  from  the  US  and  others 
after  2001  National  Income  might  decline  by  about  one-third. 
Imagine  for  a  moment  the  effect  of  losing  one  third  of  the  income 
that  people  have  used  to  buy  imported  rice,  chicken,  vegetables 
and  clothes,  gasoline  for  cars,  taxis  and  boats.  Of  course, 
people  can  grow  more  of  their  own  food,  catch  more  fish  and  walk 
instead  of  going  by  car.  But  for  40  years  they  have  become 
accustomed  to  drawing  a  salary  and  buying  their  rice  and  other 
food  in  stores.  The  adjustment  would  be  a  difficult  one. 

A  more  likely  solution,  if  the  needed  structural  adjustment 
is  not  made  in  the  next  few  years,  is  greater  emigration  of 
Nicronesians  to  Guam,  Saipan,  Hawaii  and  the  US  mainland. 
Migration  creates  problems  in  the  US  and  in  the  FSM.  The  most 
enterprising,  most  active  individuals  during  their  prime  would 
migrate,  with  the  young,  the  less  enterprising  and  the  less 
educated  remaining  behind.  A  society  and  economy  that  is  now 
dependent  on  US  Compact  funds  would  become  dependent  on 
remittances.  But  it  would  still  be  dependent,  with  all  of  the 
social  and  economic  problems  that  massive  out-migration  brings. 

The  problems  FSM  now  faces  are  more  difficult  because  it  has 
not  always  used  its  money  wisely  in  the  past.  Governments  are  not 
perfect  (for  that  matter  neither  are  most  of  us)  and  new 
governments  inevitably  have  to  learn  some  painful  lessons.  In 
the  process  of  learning  its  lessons  FSM  invested  some  funds  in 
projects  that  have  not  been  profitable,  even  in  scnne  that  clearly 
were  mistakes.  The  government  recognizes,  for  instance  that  its 
investment   in  fisheries   have  given  pretty  poor  returns   so  far. 

But  lessons  have  been  learned.  Recent  investments  have  been 
more  productive.  And  the  FSM  has  been  far  ahead  of  some  other 
Pacific  island  nations  in  avoiding  or  cutting  short  the  worst  of 
the  White  Elephants.  It  has  not  lost  large  sums  on  its  own 
airline,  on  empty  hotel  complexes  or  failed  overseas  investments. 
The  bulk  of  its  investments  have  gone  into  fish  processing 
facilities,    which   make    eminent   good  sense    for    a    nation    that 
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controlB  prime  fisheries,    and  into  infrastructure,   essential   for 
the  development  of  fisheries,  export  agriculture  and  tourism. 

The  fact  that  the  country,  and  Chuuk  in  particular,  have 
significant  unspent  investment  funds  in  relatively  safe  offshore 
instruments  puts  the  lie  to  the  generalization  that  the  leaders 
of  the  FSM  have  been  careless  spendthrifts.  This  may  be  true 
elsewhere  but  it  is  not  true  of  the  FSM. 

Another  problem  has  been  that  the  FSM  governments  have  not 
been  uniformly  efficient  and  honest.  Some  inefficiency  was 
inevitable  since  very  few  Micronesian  officials  had  experience  in 
senior  government  positions.  In  an  over-staffed  government 
inefficiency  is  also  going  to  be  worse  than  in  one  that  is  lean. 

Corruption  and  inefficiency  are  documented  in  the  reports  of 
auditors.  By  the  standards  of  a  completely  honest  government 
some  of  the  reported  problems  are  serious  and  disheartening.  But 
the  appropriate  standard  is  the  actual  performance  of  other 
governments.  My  impression  is  that  corruption  in  FSM  is  much 
less  serious  than  in  many  countries  with  highly  successful 
economic  development  progrcuns  in  East  and  Southeast  Asia. 

In  other  words  inefficiency  and  corruption  will  not  be  a 
serious  obstacle  to  development  and  the  attainment  of  self- 
sufficiency.  But  FSM  in  the  future  can  not  afford  the  level  of 
inefficiency  and  corruption  which  have  prevailed  in  the  past, 
even  though  both  have  been  quite  limited  by  the  standards  of 
governments  run  by  humans,  not  angels.  The  FSM  simply  has 
problems  that  are  too  serious  for  much  waste  if  it  is  to  deal 
with  the  decline  in  Compact  funding,  the  increase  in  population 
and  the  uncertainty  about  Compact  funding  beyond  the  year  2001. 

The  first  steps  have  been  taken  to  deal  with  the  need  for 
more  far-reaching  reforms,  greater  efficiency  and  reduced 
corruption.  A  joint  task  force  of  the  Attorney  General  and  the 
Public  Auditor  is  to  target  corruption.  The  large  scheduled 
cutback  in  the  number  of  government  officials  will  force  greater 
efficiency  and  harder  work  by  those  who  remain.  Most  important, 
a  series  of  Summit  Meetings  provided  a  forum  for  the  leadership 
of  the  whole  nation  to  reach  a  wide  ranging  consensus  on  the  need 
for  far-reaching  reform. 


66 


FSM  can  become  Self-supporting 

FSM  can  rapidly  approach  a  self  supporting  economy  at  a 
reasonable  standard  of  living  if  it  has  time  to  make  the 
transition/  some  outside  support  and,  above  all,  continued 
courage  in  carrying  out  reforms  on  the  part  of  the  FSM 
leadership.  Unlike  other  island  nations  in  the  Pacific,  the  FSM 
has  considerable  potential  for  agriculture.  And  it  can  greatly 
increase  income  and  employment  from  fisheries  and  tourism. 

The  basic  problem  has  been  that  the  economy  has  been 
dominated  by  an  inflow  of  funds,  first  from  the  Trust  Territory 
then  under  the  Compact.  As  a  result  it  has  been  too  attractive 
and  easy  to  work  for  government,  not  attractive  enough  to  do 
anything  else.  During  the  Trusteeship  period  and  after 
Independence  the  best  jobs  were  in  government.  In  the  early  days 
of  the  Compact  there  was  more  money  than  could  be  spent.  Brains, 
initiative  and  other  resources  therefore  flowed  into  government. 
Most  faunilies  that  had  some  member  employed  by  government  had  a 
source  of  funds  that  made  it  unnecessary  to  do  back  breaking  work 
in  agriculture  or  fishing  or  construction  or  the  demanding  work 
serving  tourists.  Moreover  there  was  no  need  to  change  well 
established  traditional  land  tenure  relationships  or  to  attract 
large  foreign  investors  who  might  put  out  of  business  the  small, 
locally  owned  hotels  or  other  enterprises. 

But  the  leadership  fully  recognizes  that  times  have  changed. 
Cuts  in  government  pay  and  perks  make  government  jobs  much  less 
attractive  and  virtually  no  new  people  are  being  hired  anyway. 
The  first  step,  cutting  back  on  government  expenditure  and 
employment  is  well  under  way.  But  it  can  only  work  if  balanced 
by  growth  in  other  sources  of   income  and  employment. 

Creating  alternative  sources  of  income  and  employment  at  a 
more  rapid  rate  has  only  begun.  Fisheries  fees  have  gone  from 
$  4  million  to  $  20  million  in  10  years  and  have  by  no  means 
reached  their  potential.  At  present  these  fees  are  the  largest 
source  of  cash  income  from  fishing.  But  fisheries  has  much 
greater  potential  for  creating  jobs  and  income  if  FSM  can  do  more 
of  the  servicing  of  the  industry  and  processing  of  its  products. 
Grovrth  in  income  from  the  industry  is  already  substituting  for 
more  than  20%  of  Compact  funds  at  its  height.  With  intelligent 
development  it  could  readily  substitute  for  40%. 
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The  tourist  industry  has  the  greatest  potential  for  creating 
jobs  and  income  to  substitute  for  Compact  funds  used  to  create 
government  jobs.  There  are  three  interrelated  obstacles  to  its 
development!  transport,  accommodations  and  other  facilities,  and 
better  infrastructure,  including  trained  personnel.  It  is  now 
expensive  and  inconvenient  to  get  to  FSM,  so  it  attracts  mostly 
dedicated  divers.  Without  more  tourists  some  existing  facilities 
are  greatly  underutilized  (especially  in  Chuuk/Truk  occupancy 
rates  have  been  only  around  30%).  Expanding  air  services  and 
lowering  their  cost  requires  more  and  better  facilities.  Power, 
water,  roads  and  trained  people  are  also  inadequate,  especially 
in  Chuuk. 

In  short,  there  is  a  "Chicken-egg"  problem.  Policy  reforms 
are  needed  to  help  break  the  vicious  cycle.  These  include  better 
utilities,  being  tackled  with  the  commercialization  of  the  public 
utility  corporations;  more  investment  and  better  maintenance  of 
roads,  part  of  the  program  to  use  unspent  capital  funds;  land 
reform  to  make  land  more  readily  available  for  tourist 
facilities,  starting  to  gather  momentum;  reducing  obstacles  to 
foreign  private  investment,  now  given  priority  by  all 
governments;  rehabilitation  of  some  airports  (especially  Yap)  and 
the  possible  extension  of  one  airport;  and  finally  providing 
incentives  simultaneously  for  better  air  transport  and  tourist 
hotels.      The  last  one   is  crucial  and   is  now  being  addressed. 

Greater  agricultural  production  depends  on  two  reforms: 
making  it  more  attractive  to  use  domestic  food  and  drink  and  less 
attractive  to  use  imports;  encouraging  exports  of  fruits, 
vegetables  (and  marine  products)  by  providing  better  air  and  sea 
services,  improved  roads  and  cheaper  communications.  Both  are 
beginning  to  be  tackled  but  much  more  drastic  and  difficult 
reforms  will  be  needed. 

A  principal  obstacle  to  greater  agricultural  production  and 
exports  is  the  quarantine  imposed  by  the  US  Government  in  the 
early  '90s.  Prior  to  its  imposition  agricultural  exports  had 
been  growing  rapidly,  afterwards  they  fell  sharply.  There  are 
real  questions  about  the  need  for  these  quarantine  restrictions 
since  FSM  produce  had  previously  been  entering  Guam  for  many 
years  and  many  parasites  and  diseases  seem  to  be  equally  endemic 
in  both  Guam  and  the  FSM.  FSM  is  working  with  Guam  to  develop 
appropriate  quarantine  procedures. 

The  basic  strategy  is  to  shift  resources  and  emphasis  from 
government  to  private  enterprise.  Not  only  are  government 
expenditures  being  cut,  government  investment  is  increasingly 
targeted  to  support  private  development.  Growth  in  the  3  leading 
sectors  will  come  from  private  firms,   not  government  enterprise. 


The  Policy  Advisory  Team  has  sketched  a  feasible  but  very 
difficult  reform  scenario  that  would  have  FSH  growing  raoidlv  and 
the  countrv  balancing  its  budgets  by  2002  despite  a  decline  in  US 
funding.  The  proposed  reform  program  represents  a  radical,  but 
feasible  move  towards  self-sustainability  in  just  5  years. 

An  ADDropriate  Role  for  the  US 

I  can  not  claim  any  special  expertise  on  US  security  or 
foreign  policy  interests  in  FSM  and  will  leave  it  mostly  to 
others  to  discuss  these  aspects.  But  I  can  comment  on  the 
economic  aspect.  There  is  by  now  plenty  of  experience  of 
countries  whose  economy  has  stagnated  or  declined  for  decades 
that  have  in  a  short  while  achieved  rates  of  economic  growth  of 
8-10%.  And  at  those  rates  of  growth  large  countries  can  very 
quickly  increase  their  political  and  military  weight,  especially 
with  respect  to  their  neighbors. 

At  present  what  happens  in  FSM  may  not  matter  all  that  much 
to  the  US  political  and  military  position  in  Asia.  But  what  if 
China  (or  other  large  countries)  continue  doubling  their  income 
every  7-9  years  and  channel  an  increasing  share  into  political 
and  military  pressure  on  some  of  their  neighbors?  Would  it  not  be 
worthwhile  to  maintain  good  and  strong  relations  with  countries 
like  the  FSM,   especially  if  the  cost  is  small? 

More  in  my  area  of  expertise,  it  is  quite  clear  that  if 
further  reforms  are  not  carried  out  the  US  will  face  a  difficult 
choice  in  the  FSM.  If  it  washes  its  hands  of  the  country  after 
2001  the  country  will  have  to  adjust  to  a  radical  fall  in  income. 
It  will  have  used  up  its  reserves  and  with  declining  US  inflows 
consumption  will  have  to  drop  by  something  like  one-third.  In 
anticipation  of  such  a  catastrophe  thousands  of  Micronesians  are 
likely  to  have  moved  to  places  like  Guam  and  Hawaii.  Present 
complaints  by  areas  receiving  these  migrants  will  be  multiplied 
many  times  over.  But  despite  that  migration  the  remaining 
population  will  experience  a  sharp  deterioration  in  income.  It 
will  be  embarrassing  if,  as  a  result,  news  programs  around  tbo 
world  carry  pictures  of  anger  and  disturbances  in  a  country  vrhlch 
the  US  administered  for  40  years  and  which  for  another  15  years 
had  a  special  and  close  relationship  with  the  US. 

Alternatively,  if  the  US  does  not  wash  its  hands  of  the 
FSM' 8  serious  problems  but  tries  to  help  out  after  2001,  this 
will  be  an  expensive  proposition  if  most  radical  reforms  have 
been  delayed  until  then.  Balancing  the  budget  without  prior 
reforms  will  require  something  of  the  order  of  $  100  million  a 
year  and  rising.  The  longer  the  reforms  are  delayed  the  harder 
and  more  costly  it  will  be  to  prevent  a  sharp  drop  in  living 
standards   in  FSM. 


Whatever  posture  the  US  adopts  now,  the  world  sees  the  US  as 
substantially  responsible  for  the  problems  of  the  FSM  and  RMI. 
Aa  a  senior  Japanese  official  of  an  international  organization 
once  said  to  met  "  Please  explain  to  me  why  we  should  bail  out 
the  failed  US  colonial  policy",  if  the  US  can  not  wash  its  hands 
with  respect  to  the  FSM  then  it  makes  sense  to  support  the  reform 
program  being  carried  out  with  all  the  force  the  US  can  muster. 

The  US  has  only  limited  direct  leverage  since  the  amounts  to 
be  transferred  under  the  Compact  are  fixed  by  international 
treaty.  But  the  US  can  continue  to  work  with  the  ADB.  That  Bank 
is  playing  an  important  role,  chairing  the  donors'  "Consultative 
Group",  furnishing  an  advisory  group  on  economic  policy,  and 
providing  the  largest  source  of  flexible  outside  support  to  FSM. 
Both  in  and  out  of  the  ADB's  Consultative  Group  (CG)  the  US  has  a 
crucial  role  in  supporting  and  encouraging  reform.  It  is  in  the 
interest  of  both  the  FSM  and  the  US  that  the  US  be  a  staunch 
supporter  of  reform. 

The  more  the  US  can  do  to  foster  reform  by  making  some  of 
its,  minor,  flexible  assistance  dependent  on  the  speed  and  depth 
of  reform,  and  by  championing  reform  in  the  donors'  Consultative 
Group,  the  sooner  the  time  when  a  US-friendly  FSM  will  be  largely 
self-sufficient  without  massive  infusions  of  foreign  assistance. 


70 


PREPARED  BACKGROUND  STATEMENT  OF 

HOWARD  L.  HELLS 

BEFORE  THE  COMMITTEE  ON  INTERNATIONAL  RELATIONS 

SUBCOMMITTEE  ON  ASIA  AND  THE  PACmC 

AND  THE 

COMMITTEE  ON  RESOURCES 

SUBCOMMITTEE  ON  NATIVE  AMERICAN  AND  INSULAR  AFFAIRS 

US  HOUSE  OF  REPRESENTATIVES 

SEPTEMBER  25.  1996 


BACKGROUND 

In  1999  the  Federated  States  of  Micronesia  (FSM).  the  Republic  of  the  Marshall  Islands 
(RMI)  and  the  United  States  are  scheduled  to  undertake  formal  review  of  the  relationship 
which  has  existed  between  them  since  1986  under  the  Compact  of  Free  Association.    The 
balance  of  interests  achieved  in  that  negotiated  relationship  includes  important  U.S. 
defense  rights,  open  immigration  to  the  U.S.  for  citizeiis  of  the  Treely  Associated 
States"  (  FAS  ).  strong  U.S.  ties  to  these  small  nations  with  large  territorial  sovereignty  in 
a  geographic  region  critical  to  American  interests,  and  significant  economic  assistance 
—  including  direct  grants  and  U.S.  federal  programs  and  services  —  for  the  FAS  . 

Finding  a  new  balance  to  maintain  dose  relationships  after  the  initial  1 S  year  term  of  the 
Compact  expires  in  2001  will  be  possible  if  the  governments  concerned  have  the 
vision  to  imagine  what  the  world  will  be  like  in  the  future ,  aixl  are  able  to 
identify  new  common  interests  that  provide  the  basis  for  mutual  agreement  on  a 
sustained    relationship.     U.S.  interests  may  change,  and  the  aspirations  of  the  island 
peoples  m^y  change,  but  there  also  will  be  new  opportunities  for  the  islands  and 
the  U.S.  to  continue  a  i>oiitical.  economic  and  strategic  partnership  as  we  emer  the 
next    centtory  . 

The  islands  and  peoples  of  the  FAS  have  played  a  critical  role  in  support  of  U.S. 
leadership  in  the  region  and  in  the  world  for  the  last  five  decades.    Of  course,  it 
may  be  that  with  the  end  of  the  Cold  War  era  this  shared  past  will    become  a 
footnote  in  the  history  books,  and  the  nations  which  have  emerged  from  the  U.N. 
trusteeship  may  nwvc  out  of  dose  alignment  with  the  United  States.    Some  argue 
that  closer  relations  with  the  Asian  community  is  the  best  course  for  these  Pacific 
island  nations.  The  central  theme  of  this  paper  is  that  the  FAS  relationships  with 
the  USG  in  the  future  —  whether  doser  or  more  removed  -  should  be  determined 
through  intellectual  and  moral  leadership  by  the  responsible  officials  of  the 
govenunoits  concerned,  rather  than  apathy,  lack  of  ideas  or  political  fatalism. 

The  Compact  arrangements  replaced  the  political  relationship  that  devdoped  between 
the  people  of  the  islands  and  the  U.S.  in  its  role  as  administering  authority  under 
the  U.N.  trusteeship  system.    Due  to  Cold  War  strategic  requirements,  during  the 
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tnisteeship  period  the  USG  needed  arelationship  that  was  nothing  short  of  "political 
adhesion"  with  the  island  people.     The  U.S.  defined  that  relationship,  encouraged  it,  at 
times  even  imposed  it.  The  U.N.  vested  broad  authority  in  the  U.S.  under  the 
trusteeship,  and  the  U.S.  exercised  its  powisrs  for  forty  years  without  many  of  the 
conventional  restraints  on  government  action  otherwise  applicable  under  both  U.S. 
and  international  law. 

Because  of  the  character  of  both  the  peoples  of  the  islands  and  the  US.,  and 
because  of  the  policies  of  their  new  democratic  governments,  the  relationship 
continues  to  evolve  from  what  some  saw  as  "U.N.  approved  colonialism*  under 
the  trusteeship  into  an  sustained  international  partnership.    There  is  vahie  in  this 
common  history  which  must  be  recognized  as  the  starting  point  for  thinking  about 
the  fijture  of  FAS-USG  relations. 

Against  this  backdrop,  it  has  become  a  cliche  to  observe  that  the  FAS  and  USG  need 
to  adapt  their  relationship  to  the  new  era,  and  adopt  economic  strategies  consistent 
with  the  new  thinkiog  in  the  U.S.  and  internationally  about  development  assistance. 
That  much  is  obvious.    Indeed,  in  li^t  of  the  transformation  ftx>m  government 
managed  economies  to  private  sector  led  growth  in  so  many  nations,  the  attempt 
made  in  the  Compact  to  provide  a  path  from  excessive  dependence  on  govermnoit 
programs  to  private  sector  growth  seems  to  have  been  a  wise  step  in  the  right 
direction  well  ahead  of  the  ^obal  trend. 

But  ending  dependence  on  the  public  sector  is  only  possible  if  the  private  sector 
thrives,  and  there  are  constraints  upon  the  potential  of  these  island  nations  to  produce 
wealth  which  must  be  taken  into  account.    Thus,  the  same  creativity  and  flexibility  the 
USG  and  the  FAS  exhibited  in  developing  the  political  relationship  under  the 
Compact  now  is  required  to  realize  in  greater  measure  the  devdopmental  goals  of 
the  treaty,    forge  a  new  economic  relationship  for  the  fijture  and  provide  incentives 
for  the  FAS  to  become  more  entrepreneurial. 

Fortunately,  the  Compact  of  Free  Association  is  not  a  political  or  economic 
straight  jacket,  nor  is  it  an  excuse  for  political  or  economic  stagnation.    It  is  an 
adaptable  arrangenent  which  provides  a  framework  for  managing  change.     Unlike 
most  aid  programs,  the  economic  assistance  elements  of  the  Compact  provide 
predictable  levels  of  assistance  on  a  multi-year  basis.    That  approach  should  continue 
if  the  free  association  relationship  continues  after  2001,  but  this  will  produce  optimum 
results  only  if  resources  are  directed  into  development  efforts  based  on  recognition 
of  the  new  realities  of  global  competition  for  public  and  private  investment  in 
market-driven  economic  growth. 

The  FAS  have  a  record  of  political,  economic,  strat^c  and  cultural  cooperation  and 
friendship  with  the  U.S.  which  supports  the  proposition  that  this  international  partnership 
should  be  sustained  well  into  the  next  century.     But  the  relationship  is  incomplete  in 
many  respects  —  particularly  with  regard  to  economic  goals  and  achievements.      The 
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Compact  of  Free  Association  is  a  political  success,  but  the  manoer  in  which  the 
U.S.  and  the  FAS  adapt  to  the  demands  of  new  aid  pohcies  and  market  forces  over  the 
next  5  to  20  years  will  define  the  extent  of  the  success  of  this  relationship. 

The  theory  underlying  the  Compact  recognized  that  political  indepeodeoce  without 
any  real  measure  of  economic  self-sufficiency  would  not  satisfy  the  goals  which 
were  set  for  the  post-trusteeship  era.      Ten  years  of  experience  presents  us  with  the 
reality  that,  despite  real  progress  and  some  important  successes  like  the  Marshall 
Islands  ship  registration  and  small  scale  tourism  in  the  FAS,  the  challenge  of  finding  a 
new  and  more  permanent  balance  between  interdependence  and  self  reliance  is  still 
before  us. 

The  questions  of  blame  or  &uh  for  the  gap  between  expecutions  and  performance,  or  the 
cause  8i>d  effect  of  past  development  problems,  are  of  limited  vaKie,  and  there  is  no  one 
who,  in  Biblical  terms,  is  in  a  position  to  cast  the  first  stone.     All  concerned  benefited 
from  the  trusteeship  and  the  transition  to  the  Compaa,  and  all  concerned  contributed  to 
some  of  the  problems.    In  the  end,  the  U.S.  is  a  superpower  and  the  FAS  are  new  nations 
with  a  fifty  year  relationship  that  began  as  a  form  of  legalized  colonialism  and  has  evolved 
into  an  alliance.  Again,  there  is  redeeming  vahie  in  that  accomplishment  for  all  parties, 
and  much  of  which  to  be  proud. 

The  rdationsbip  could  not  exist  if  there  were  not  reasons  for  its  existence,  and  there  are 
reasons  for  its  continuation  grounded  in  the  past,  present  and  the  fijture.    I  do  not  believe 
it  is  logical  or  wise  to  take  the  approach  that  the  relationship  simply  can  be  evaluated  as  a 
presuppositionless  question  of  whether  it  should  exist  at  alL    For  the  leaders  of  either  the 
U.S.  or  FAS  to  adopt  that  posture  would  be,  respectfijlly,  in  my  opinion  extremely  short- 
sighted.    That  does  not  mean  the  relationship  can  not  be  changed  or  terminated,  but  if 
that  result  is  to  come  about  it  must  be  through  conscious  decision-making  by  politically 
accountable  leadership,  and  not  through  passive-aggressive  bureaucratic  behavior  or 
denial  of  what  is  taking  place. 


COMPACT  IMPLEMENTATION 

Under  applicable  U.N.  resolutions  and  international  practice  recognized  by  the  United 
States,  fi-ee  association  generally  is  understood  as  a  political  status  alternative  to  either 
full  independence  or  integration  into  an  existing  nation.    In  the  context  of  U.N.  practice 
with  respect  to  promoting  scif-determination  for  non-self-govcming  peoples,  fi-ee 
association  traditionaDy  has  been  understood  as  a  form  of  setf-govemment  available  to 
people  for  whom  neither  independence  nor  int^radon  was  desirable  or  appropriate  at  the 
time  of  the  relevant  act  of  self-determination.     Consistent  with  that  model,  the  five 
association  relationship  between  the  U.S.  and  the  FAS  was  based  upon  separate 
sovereignty  and  nationality  combined  with  special  security  arrangements,  undertakings  and 
commitments  to  cooperate  oo  the  international  plane,  and  extension  of  important  U.S. 
programs  and  services  which  traditionally  operated  only  in  the  United  States. 


73 


However,  free  Association  as  implemented  and  practiced  by  the  U.S.  and  the  FAS  has 
resulted  in  a  sUtus  for  the  FAS  which  is  basically  indistinguishable  from  full  independence. 
U.N.  membership,  the  exchange  of  ambassadors,  opening  of  embassies  and  numerous 
other  measures  not  contemplated  under  the  terms  of  the  original  Compact  came  to  be 
viewed  as  appropriate  to  realize  ftiUy  the  purposes  of  the  Compact. 

In  part,  this  was  due  to  the  need  to  overcome  early  resistance  to  recognition  of  the 
s^arate  sovereignty  and  nationality  of  the  people  of  the  FAS  and  their  new  governments 
by  the  intenutiooal  community.    This  rehictance  on  the  part  of  many  nations  arose  in 
connection  with  the  U.S.  decision  to  terminate  the  U.N.  trusteeship  for  the  FSM,  RMI  and 
Commonwealth  of  the  North«n  Mariana  Islands  prior  to  resohition  of  Palau's  political 
sutus. 

As  it  turned  out.  Palau  implcmated  its  Compact  in  1994  after  Cold  War  diplomatic 
tensions  had  eased  and  neither  the  U.S.  nor  the  other  two  FAS  needed  Palau's  help  any 
longer  to  manage  the  situation  in  the  U.N  or  win  recognition  of  the  new  sUtus 
arrangeotents  by  other  nations.   By  1990  the  U.N.  had  ratified  what  already  bad  become  a 
political  and  legal  reality  by  formally  recognizing  termination  of  the  trusteeship.     In  this 
sense,  ironically,  history  made  the  timing  of  termination  of  the  trusteeship  for  Palau 
irrelevant  to  international  acceptance  of  the  status  of  the  FSM  and  RMI. 

But  because  the  U.S.  and  the  first  two  FAS  had  no  way  of  knowing  that  would  occur  in 
1990,  the  frtc  association  relationship  was  essentially  converted  to  independence  with 
special  treaty  relations  under  the  Compact  -  at  least  in  part  because  of  the  Palau  problem. 
Upon  implementing  the  Compact,  with  US.  encouragement,  Palau's  leadership  fell  right 
into  step  and  adopted  the  same  "fiist  track"  to  independence. 

Thus,  free  association  as  defined  by  the  original  Compact  is  being  transformed  by  events, 
as  well  as  mutually  agreed  amendments  of  the  treaty.     Perhaps  out  of  necessity,  to  snve 
mutual  interests  through  a  coordinated  process  agreed  by  the  parties,  or  perhaps  by 
separate  design  of  the  parties  in  pursuit  of  separate  interests,  the  relationship  is  moving  in 
a  direction  ^^ch  resembles  more  conventional  bilateral  rdationships  than  that 
contemplated  by  the  Compact.    This  is  the  context  in  which  the  FSM  and  RMI  Compact 
will  come  up  for  review  io  1999  (2009  in  the  case  of  Palau),  and  the  bilateralization  of  the 
three  free  association  relationships  will  transform  the  practice  office  association  by  the 
U.S.  and  the  FAS  even  fiirther. 

The  primary  question  is  whether  the  changes  that  have  been  made  to  the  Compact  in  the 
course  of  its  impl«nentation  will  become  a  pretext  for  what  one  U.S.  Sute  Department 
official  describeid  to  me  as  "normalization  of  the  relationships  to  resemble  the  U.S. 
relationship  with  the  other  independent  island  nations  of  the  Pacific. "     If  either  the  U.  S. 
or  the  FAS  adopt  that  view,  or  passively  accept  it,  then  free  association  may  well  turn  out 
to  have  been  nothing  more  than  a  half-way  house  fi^m  trusteeship  to  separate  nationhood 
—  without  a  significant  l^acy  related  to  five  decades  of  unprecedented  and  successful 
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friendship  between  the  peoples  of  tiny  island  nations  and  the  world's  greatest  nation  and 
superpower. 
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STATEMENT 

Submitted  by  the  Government  of  the 

Federated  States  of  Micronesia 

to  the 

Committee  on  International  Relations 

Subcommittee  on  Asia  and  the  Pacific  and  ( 

Native  American  and  Insular  Affairs 

United  States  House  of  Representatives 

September  25,  1996 


Mr.  Chairman  and  Members: 

The  Government  of  the  Federated  States  of  Micronesia  (FSM)  respectfully  submits 
herewith  the  following  written  statement  in  connection  with  the  hearing  held  on  the  date  indicated 
above  for  the  purpose  of  examining  the  experience  of  the  United  States  and  the  Freely  Associated 
States  thus  far  under  the  Compact  of  Free  Association  (the  Compact). 

First,  we  wish  to  thank  the  Subcommittee  for  its  interest  and  initiative  in  opening  now  a 
course  of  inquiry  that  will  be  most  helpful  in  shaping  discussions  in  the  months  and  years  ahead  as 
we  prepare  for  the  opening  of  negotiations  in  November,  1999,  mandated  by  Compact  Section 
231  "regarding  those  provisions  of  this  Compact  which  expire  on  the  fifteenth  anniversary  of  its 
effective  date."  It  is  of  critical  importance  that  these  negotiations  take  place  in  an  atmosphere 
where,  as  much  as  possible,  all  parties  are  aware  of  the  progress  made  by  the  Freely  Associated 
States  since  1986  and  of  the  current  state  of  the  ongoing  special  relationship  established  by  the 
terms  of  the  Compact. 

The  FSM  will  not  here  reiterate  the  information  presented  in  the  testimony  of  the 
Government  and  public  witnesses  at  the  hearing,  which  goes  far  toward  informing  the 
Subcommittee  of  the  facts  relevant  to  an  appreciation  of  current  and  anticipated  circumstances  in 
the  Freely  Associated  States.  Neither  do  we  attempt  to  address  considerations  which  are  properly 
internal  for  the  United  States  such  as  its  continuing  security  interest  in  the  Region.  Our  focus 
here  is  on  specific  areas  of  progress  in  the  political  and  economic  development  of  the  Federated 
States  of  Micronesia  during  the  period  of  the  Compact. 
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Overview 

The  FSM  has  made  remarkable  progress  since  1986,  from  its  beginning  as  an 
inexperienced  and  almost  wholly  undeveloped  nation.  This  is  all  the  more  remarkable  because 
there  have  been,  and  continue  to  be,  daunting  obstacles  to  progress  in  the  direction  of  self- 
sufficiency.  The  FSM  must  cope  with  its  great  internal  dispersion  and  its  overall  geographic 
remoteness.  This  setting,  combined  with  its  small  population  base,  brings  staggering 
diseconomies  of  scale  to  every  enterprise.  Additional  adverse  considerations  include  small  land 
areas,  a  lack  of  exploitable  natural  resources  and  a  small  (but  growing)  cadre  of  trained 
manpower.  At  the  outset,  there  existed  very  limited  physical  infrastructure,  almost  no  private 
sector,  and  even  the  implications  of  a  money-based  economy  were  not  well  understood.  In  1986, 
institutions  of  government  were  new  and  relatively  untested  against  a  backdrop  of  traditional, 
localized  systems.  Up  to  that  time,  contacts  with  the  outside  world  had  been  very  limited,  with 
virtually  no  sense  of  involvement. 

Given  these  crushing  circumstances,  it  is  clear  that  the  sheer  determination  of  our  island 
people  alone  could  never  have  brought  us  to  where  we  stand  today.  It  has  only  been  possible 
with  the  support  and  encouragement  of  the  United  States,  under  the  mechanism  of  the  Compact 
of  Free  Association. 

This  is  why  it  is  most  important  that  analysts  today,  in  focusing  on  the  work  that  remains 
to  be  done,  take  stock  of  what  has  been  accomplished  in  a  single  decade.  To  be  sure,  there  have 
been  missteps  and  even  failures,  but  the  remarkable  thing  is  that  there  have  not  been  more. 
Development  economists  today  generally  credit  the  FSM  with  a  strong  performance  as  compared 
with  many  other  developing  countries. 

Experts  would  cite  many  reasons  for  this  encouraging  state  of  affairs,  but  a  critical  factor 
has  been  the  enduring  unity  of  this  disparate  Nation  under  the  democratic  institutions  of 
government  freely  chosen  by  our  people  following  their  long  association  with  the  United  States. 
There  were  many  in  1986  who  predicted  that  self-government  in  Micronesia  would  be  a  short- 
lived experiment.  Yet,  the  people  of  the  FSM  have  held  together  and  are  today  more  determined 
than  ever  to  build  our  future  together. 

Only  a  few  years  ago  we  chose  to  rededicate  ourselves  to  our  Constitution  as  originally 
written.  This  was  not  a  decision  lightly  made.  Beyond  the  obvious  significance  of  this  to 
ourselves,  it  can  justly  be  viewed  with  pride  by  the  United  States  as  confirming  the  wisdom  of  its 
undertaking  in  the  Compact  to  encourage  economic  progress,  political  stability  and  democracy  in 
our  vast  Pacific  Region. 

We  know  full  well  that  we  now  approach  a  vital  crossroad.  The  first  fifteen  years  of  Free 
Association  will  be  reached  in  the  year  2001,  and  that  will  complete  the  initial  program  of 
financial  assistance  undertaken  by  the  United  States  in  the  Compact.  It  is  relevant  to  note  that  the 
fifteen-year  period  was  chosen  based  on  internal  political  and  economic  considerations  of  the 
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United  States  at  the  time  of  the  Compact  negotiations.  While  best  efforts  were  made  to  package 
the  assistance  in  ways  that  would  make  the  greatest  contribution  to  development  toward  self- 
sufficiency  during  the  fifleen-year  period,  no  one  had  in  mind  that  the  process  should  be  brought 
to  completion  in  that  short  a  time.  Development  economists  had  described  to  the  negotiators  the 
lengthy  process  of  bringing  a  remote  island  country  from  ground-zero,  economically  speaking,  to 
a  point  of  complete  independence  of  the  need  for  outside  assistance.  Such  matters  do  not  lend 
themselves  to  precise  definition,  but  it  was  well  understood  that  even  in  the  best  of  circumstances 
the  FSM  would  have  continuing  requirements  for  some  period  after  fifteen  years.  Given  the  wide 
range  of  uncertainties,  both  sides  agreed  to  a  defined  period  of  assistance  during  which  US 
defense  rights  would  also  be  guaranteed,  and  that  economic  assistance  would  continue  at  some 
level  "thereafter  as  mutually  agreed."  (See  Compact  Sections  452  and  453). 


Briefly,  we  cite  findings  of  a  recent  onsite  study  which  described  progress  thus  far  in 
important  basic  areas  of  FSM  life  and  development.  This  study  will  be  provided  subsequently  to 
Members  in  its  complete  form. 

The  FSM  in  the  International  Community 

As  the  Compact  relationship  was  envisioned,  the  security  of  the  Region  would  be 
enhanced  by  the  FSM's  responsible  participation  in  international  affairs.  Also,  both  bilateral  and 
multilateral  pursuits  were  encouraged  as  an  important  element  in  its  long-term  goal  of  reaching 
economic  self-sufficiency.  These  efforts  have  been  very  successful. 

The  foreign  relations  goals  of  the  FSM  are  primarily  related  to  achieving  economic 
development  and  protecting  its  vast  marine  environment  through  bilateral  and  multilateral  efforts 
grounded  in  principles  of  sustainability    Its  perception  of  regional  and  national  security  continues 
to  be  fially  in  accord  with  the  United  States.  It  is  important  to  note  that,  conscious  of  its  own 
interests  as  well  as  Compact  obligations,  the  FSM  has  fully  cooperated  in  the  application  of  the 
provisions  of  Title  Three  of  the  Compact.  Not  once  has  the  United  States  had  occasion  to  invoke 
the  provisions  of  Compact  Section  313,  nor  has  either  party  ever  pursued  formal  dispute 
resolution. 

Since  1987  the  FSM's  membership  in  the  South  Pacific  Forum,  a  body  of  13  Pacific  Heads 
of  State,  has  provided  the  cornerstone  of  its  program  within  the  Pacific  community.  These  were 
the  first  countries  with  whom  the  FSM  established  diplomatic  relations.  Since  then,  and 
particularly  since  joining  the  United  Nations  in  1991,  the  FSM  has  greatly  broadened  its 
diplomatic  list  but  continued  to  stress  cooperative  joint  efforts  with  its  Pacific  neighbors  in 
important  areas  such  as  the  protection  of  the  environment  (FSM  President  Olter  led  the  Forum 
countries  at  the  Rio  Earth  Summit  in  1992,  and  FSM's  External  Secretary  Moses  chaired  the 
negotiations  that  produced  the  South  Pacific  Regional  Convention  on  Hazardous  Wastes).  Pacific 
donor  countries,  including  Japan,  Australia,  New  Zealand  and  China,  are  making  targeted 
contributions  supplementing  US  assistance. 
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The  FSM  has  laid  considerable  stress  on  its  participation  in  United  Nations  affairs, 
working  insofar  as  possible  with  other  island  country  delegations  and  accessing  programs  of  a 
wide  variety  of  the  UN  Specialized  Agencies  such  as  the  UN  Development  Programme    The 
Asian  Development  Bank,  in  cooperation  with  the  United  States,  has  been  providing  critical 
advice  and  assistance  during  the  past  several  years  regarding  macroeconomic  planning  and 
governmental  restructuring.  All  the  while,  the  FSM  has  taken  seriously  its  obligations  under  the 
Compact  and  has  compiled  a  voting  record  at  the  United  Nations  that  is  consistently  supportive  of 
the  United  States'  positions,  especially  on  security-related  issues. 


The  FSM's  Domestic  Situation 

A.         Investments  in  Infrastructure  -  When  one  looks  at  the  major  population  centers  of  the 
FSM  today  it  is  difficult  to  believe  how  much  has  been  accomplished  in  a  very  short  time  with 
regard  to  the  basic  infrastructure.  Less  than  15  years  ago  the  main  streets  of  Kolonia  on  Pohnpei 
looked  like  a  stage  set  for  a  1920's  Western  movie.  In  all  four  States  of  the  FSM,  power  service 
was  erratic  at  best,  and  did  not  reach  beyond  town  limits.  Water  was  even  worse.  Sewage  was 
untreated,  if  drawn  off  at  all.  Telephone  service  was  local  on  old  Japanese  systems,  and  oflF- 
island  communication  was  limited  to  a  few  officials  with  access  to  a  satellite  radio  link  during  one 
hour  per  day.  Minimal  air  service  was  provided  on  dirt  runways.  Medical  personnel  struggled 
with  hospitals  that  would  make  Dickens  pale.  Rusting,  worn-out  machinery  dotted  the  landscape. 

It  is  a  different  country  today.  Streets  in  all  the  State  capitals  are  paved,  and  pavement  is 
moving  out  steadily,  well  beyond  town  limits  as  investment  is  channeled  into  this  expensive,  but 
necessary  enterprise.  Overall  road  expansion,  too,  is  opening  up  new  areas  to  facilitate  fast- 
growing  intra-island  transport  and  commerce.  Airport  runways  were  paved  early-on,  and  modem 
terminals  today  service  passenger  and  cargo  airlines  at  a  level  of  frequency  much  above  that  which 
prevailed  during  the  Trusteeship.'  Power,  water  and  sewer  service  have  now  been  regularized  in 
most  of  the  States  and  extended  to  many  outlying  areas  on  the  main  islands.  Outer  island 
requirements  are  also  being  addressed.  These  services  are  moving  swiflly  away  from  dependence 
on  public  subsidy  through  the  efficient  operation  of  public  utility  corporations. 

One  of  the  most  notable  achievements  of  FSM  development  is  the  quasi-private  National 
Telecommunications  Corporation.  One  has  to  have  known  what  it  was  like  in  "the  old  days"  to 
be  properly  astonished  by  the  quality,  convenience  and  efficiency  of  telecommunications  in  the 
FSM  today.  This  is  one  of  the  areas  where  Compact  assistance  can  be  attributed  most  readily  to 
concrete  results.  Satellite  installations  purchased  with  Compact  assistance  were  made  in  the  State 
Capitals  early  in  the  Compact  period,  and  USDA  financing  made  possible  upgrades  in  telephone 
lines  and  equipment.  These  quickly  brought  multiplying  demands  which  have  financed  the 
servicing  of  US  loans  and  made  an  everyday  thing  of  direct  overseas  dialing,  debit  cards  for  public 


'  This  encouraging  picture  is,  however,  marred  by  the  dangerously  deteriorated  condition 
of  the  pavement  of  the  Yap  State  runway  due  to  original  construction  deficiencies. 
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telephones,  internet  access  and  other  features  which  are  essential  not  only  for  convenience  but  for 
the  growth  of  commerce  and  government  operations. 

The  FSM's  National  Capitol  complex  at  Palikir,  Pohnpei,  built  with  US  funds  after  the 
adoption  of  the  FSM  Constitution  in  1979,  has  been  not  only  a  complete  success  from  the 
standpoint  of  operational  efficiency,  but  also  a  continuing  example  of  appropriate  planning  for 
island  demographics  and  environmental  impact.  Its  location  six  miles  outside  the  over-crowded 
town  of  Kolonia  has  encouraged  population  shift  into  that  area.  Its  open,  low-rise  design 
respectfully  honors  many  island  traditions  and  incorporates  features  suited  to  the  tropical  climate. 

B.    Quality  of  Home  Life  -  There  is  also  a  great  positive  difference  today  in  the  quality  of 
personal  life  at  the  family  level  within  the  FSM.  This  provides  additional  evidence  of  the  effective 
application  of  Compact  funds.  Micronesians  have  not  opted  to  seek  their  fortunes  elsewhere. 
Instead,  they  have  made  individual  efforts  to  better  the  living  condition  for  themselves  and  their 
families  at  home.  The  story  emerges  from  a  very  interesting  statistical  comparison.  More  than 
half  of  all  the  housing  units  in  the  country  were  built  in  the  ten  years  between  1985  and  1994  -  a 
100  percent  increase  in  housing!  This  movement,  encouraged  by  the  availability  of  housing 
programs  of  the  Farmers  Home  Administration,  represents  the  decision  of  thousands  of 
Micronesians  to  invest  their  income  and  savings  in  improving  the  quality  of  their  home 
environment. 

The  average  number  of  rooms  per  unit  has  doubled,  from  two  to  four  over  the  last 
fourteen  years.  The  quality  of  construction  is  far  higher.  Concrete  foundations  have  replaced 
wooden  footings,  and  cement  block  and  concrete  outer  walls  or  metal  siding  are  now  used  in  over 
70  percent  of  new  homes.  Metal  or  concrete  roofs  have  increased  to  over  91  percent. 

In  1980,  more  than  71  percent  of  dwelling  units  in  the  FSM  were  completely  without 
electricity.  Today,  a  substantial  and  growing  majority  of  the  islanders  have  reliable  power  for 
lighting,  cooking  and  other  household  purposes  -  and  most  are  getting  it  from  a  public  utility. 
Outer  islands  are  beginning  to  apply  alternative  energy  solutions.  An  example  is  Mokil,  a  large 
outer  island  of  Pohnpei,  where  the  entire  island  recently  was  electrified  through  an  innovative 
solar  energy  project. 

An  even  more  dramatic  change  is  evident  in  the  area  of  piped  water.  In  1980  only  726 
units  in  the  entire  country  had  any  kind  of  piped  water.  By  1994  that  figure  had  risen  to  7,276  - 
an  increase  of  902  percent.  With  this  advantage,  facilities  like  kitchens,  bathrooms  and  showers 
which  were  once  outside  the  dwelling  are  being  included  in  home  design.  The  expense  and 
difficulty  of  maintaining  large  sewerage  systems  has  slowed  the  installation  of  modem  waste 
disposal,  but  the  figure  of  34.4  percent  of  households  now  served  accounts  for  most  town 
residents,  and  is  an  overall  increase  of  20  percent  since  1980.  Elsewhere  good  results  are  being 
found  with  alternative,  ecologically  sound  technologies  such  as  water-sealed  and  dry-composting 
waste  disposal  units. 
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C.  Private  Sector  Development:  The  Construction  Industry  -  A  strong  entrepreneurial  spirit 
has  long  existed  among  the  Micronesians,  which,  with  the  introduction  of  a  money  economy 
during  the  Trusteeship,  resulted  in  a  plethora  of  small  and  medium-sized  businesses  -  primarily 
retail  stores.  Since  the  advent  of  the  Compact  the  kinds  and  types  of  local  businesses  have 
expanded  to  encompass  a  wide  variety  of  trades  and  services,  including  automobile  repair, 
electrical  and  electronic  services  including  computers  and  business  machines,  restaurants,  taxicabs 
and  notably,  the  construction  sector. 

Before  1979  construction  in  the  FSM  was  essentially  in  the  hands  of  the  TTPI 
Government.  There  were  no  indigenously-owned  and  operated  construction  companies  and  little 
incentive  for  creating  any.  The  FSM's  First  National  Development  Plan  called  for  the  national 
government  and  states  to  facilitate  this  development  through  legislation,  skills  development  and 
favorable  financing.  It  called  for  the  establishment  of  business  construction  standards,  subdivision 
laws,  protection  for  small  contractors  through  lien  laws,  and  new  regulations  affecting  financing 
that  would  permit  workable  mortgages,  license  laws  for  skilled  labor,  and  protection  against 
shoddy  design  and  workmanship. 

As  a  result,  the  construction  industry  is  today  a  singular  example  of  growth  in  the  FSM's 
private  sector.  Currently  there  are  22  locally-owned  and  operated  construction  companies  in  the 
FSM  large  enough  to  have  listings  in  the  telephone  directory.  Two  years  ago  there  were  8. 
These  companies  provide  services  that  include  architectural  design,  engineering,  general 
construction  and  importation  of  materials  and  supplies.  Construction  ranks  a  close  second  to 
general  merchandise-retail  both  in  the  number  of  persons  employed  (960)  and  the  annual  value  of 
payrolls  (US$  3.4  million  in  1994).  A  significant  number  of  FSM  youths  have  received  training  in 
the  construction  trades  during  the  Compact  period  at  the  U.S.  Job  Corps  Center  in  Hawaii.  This, 
together  with  the  results  described  above,  provides  evidence  of  the  success  of  the  Compact  in 
contributing  to  the  indigenous  capacity  for  development  in  the  FSM. 

The  Public  Works  Divisions  that  during  TTPI  days  built  and  maintained  roads,  bridges, 
airports,  etc.  were  converted  to  parastatal  Transportation  Authorities  in  each  State  following  FSM 
independence.  These  are  public  authorities  which  may  build  or  contract  privately  for  the  building 
of  roads  or  other  infirastructure.  Recently,  US  experts  fi^om  the  Federal  Aviation  Administration 
were  highly  complimentary  of  major  runway  repairs  carried  out  by  the  Pohnpei  Transportation 
Authority  without  a  foreign  contractor.  Private  contractors  increasingly  are  bidding  projects 
competitively  with  the  Transportation  Authorities,  and  they  themselves  may  soon  become 
completely  private. 

D.  Human  Resource  Development  in  the  FSM  -  At  the  end  of  the  Trusteeship,  deep 
deficiencies  existed  in  the  area  of  education  and  training  for  relevant  employment  in  the  FSM. 
This  was  a  result  partly  of  prior  colonial  attitudes  which  had  not  assigned  a  high  priority  to 
manpower  development,  and  also  of  the  application  of  curricula  in  the  FSM  schools  that  were  the 
same  as  those  of  the  administering  power,  but  of  limited  relevance  to  FSM  culture    Within  the 
FSM  itself,  there  remained  in  some  communities  a  cultural  distrust  of  education. 
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Statistics  illustrate  the  progress  that  has  been  made  in  education  since  Micronesian 
independence.  Census  data  on  the  educational  attainment  of  population  aged  25  years  and  older 
shows  that  the  proportion  of  those  with  no  schooling  fell  from  about  25  percent  in  1980  to  about 
15  percent  in  1994.  Moreover,  the  proportion  of  the  population  that  completed  secondary  or 
higher  education  increased  from  about  25  percent  to  47  percent  over  the  same  period.  Literally 
thousands  of  young  Micronesians  have  been  enabled  to  pursue  post-secondary  education  in  the 
FSM,  Guam,  Hawaii  and  the  US  Mainland  during  the  Compact  period  through  the  Pell  Grant  and 
other  student  assistance  programs 

It  is  notable  too,  that  educational  attainment  for  females  was  more  pronounced  than  that 
of  males.  In  1980,  about  one  woman  over  25  in  every  three  had  no  schooling  at  all,  compared  to 
one  in  six  by  1994.  This  improvement  held  true  for  secondary  and  post-secondary  levels  as  well. 

One  cannot  mention  post-secondary  education  without  referring  to  the  recent  opening  of 
the  new  campus  of  the  College  of  Micronesia  -  FSM,  which  is  located  near  the  site  of  the  FSM 
National  Capitol  complex  in  Palikir,  Pohnpei.  This  fine  new,  modem  facility  replaces  a  cramped, 
run-down  campus  in  rusting  Quonset  huts,  and  was  built  with  funds  provided  by  the  United 
States. 

Not  only  is  it  an  object  of  great  pride  to  all  FSM  citizens,  but  it  will  serve  as  a  strong  magnet  for 
the  entire  region,  and  will  provide  an  additional  incentive  for  FSM  high  school  students  to 
continue  their  education. 

Because  education  is  a  State  function  within  the  FSM,  the  1994  Asian  Development  Bank 
report  on  Human  Resource  Development  in  Micronesia  points  out  a  number  of  advances  in  each 
FSM  State,  particularly  in  educational  administration.  (For  the  sake  of  brevity  in  this  essentially 
introductory  statement,  these  will  not  be  detailed  here,  but  can  be  made  available  to  the 
Subcommittee.)  Teacher  training  and  qualification  remains  the  most  critical  need.  This  is  being 
addressed  through  a  combination  of  U.S.  And  multilateral  assistance,  with  the  goal  of  upgrading 
the  skills  of  the  current  workforce  of  2,100  Micronesian  teachers  and  increasing  their  number. 


The  FSM  and  the  Environment 

In  former  days,  the  people  of  the  FSM  like  most  island  peoples  concentrated  their  concern 
for  the  environment  on  principles  of  sustainability  of  food  resources  on  land  and  in  the  ocean. 
This  found  expression  not  in  laws  and  regulations,  but  in  a  host  of  traditional  practices  which  no 
one  consciously  thought  of  as  environmental  protection.  As  in  much  of  the  rest  of  the  world,  the 
environment  was  simply  taken  for  granted.  It  was  generally  adequate,  because  until  recent  years 
the  overall  population  was  quite  small  (about  40,000  prior  to  Worid  War  II)  and  not  highly 
concentrated,  and  the  bounty  of  the  lands  and  waters  seemed  limitless. 

With  increasing  population  (roughly  105,500  today)  and  the  onset  of  modem  commerce 
and  development,  the  people  of  the  FSM  can  no  longer  take  the  environment  for  granted.  We 
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now  know  that  our  own  activities  could  destroy  the  habitability  of  our  very  islands,  and  that 
sustainable  food  production  and  harvesting  for  the  long  term  will  require  conscious  discipline. 
The  exercise  of  responsibility  in  this  area  may  not  be  directly  Compact-related,  but  it  is  an 
important  and  necessary  element  of  our  movement  toward  self-sufficiency,  which  is  a  Compact 
goal.  Accordingly,  the'  FSM  Government  has,  since  1992,  under  the  guidance  of  the  President's 
Council  on  Environmental  Management  and  Sustainable  Development,  pursued  a  program  having 
four  objectives: 

•  Improve  environmental  awareness  and  education; 

•  Manage  and  protect  natural  resources 

•  Improve  waste  management  and  pollution  control;  and 

•  Integrate  environmental  considerations  in  economic  development. 

The  country  as  a  whole,  at  national,  state  and  municipal  levels,  is  attempting  a 
simultaneous  top-down,  bottom-up  approach  toward  these  objectives.  At  the  National 
Govermnent  level,  strong  emphasis  is  being  placed  on  participation  in  multilateral  environmental 
efforts  such  as  in  the  Climate  Change  and  Biodiversity  Conventions  m  concert  with  other  small- 
island  developing  countries  and  through  the  South  Pacific  Regional  Environment  Program.  As 
appropriate,  environmental  laws  and  regulations  are  being  applied  with  primary  emphasis  on  State 
programs.  Locally,  the  focus  has  been  on  introducing  environmental  education  into  the  primary 
and  secondary  school  curricula,  developing  "grassroots"  community  understanding,  training 
government  extension  workers  in  environmentally  sound  practices  and  raising  the  environmental 
awareness  of  government  leaders  and  civil  servants. 

Clearly,  Micronesians  young  and  old  have  understood  and  taken  the  needs  to  heart.  An 
important  psychological  shift  has  occurred.  Youngsters  are  learning  in  school  what  is  ecologically 
correct;  their  elders  are  learning  from  the  wider  community  and  the  examples  of  their  leaders. 
Three  vignettes: 

•  On  the  road  to  Palikir  in  Pohnpei  stands  an  elementary  school  with  a  tall  wire  basket  in 
front,  filled  with  aluminum  cans.  The  highway  around  it  appears  to  have  been  scoured  for 
debris. 

•  A  notice  on  the  bulletin  board  of  a  state  capital  office  building  reminds  government 
workers  of  the  time  and  place  they  are  to  undertake  a  trash  pickup  effort. 

•  Garbage  pickup  day  in  the  Kapingamarangi  village  in  Kolonia,  Pohnpei  -  once  notorious 
for  its  litter  -  finds  cans,  bottles  and  other  refuse  stuffed  in  large  bags,  ready  for  pickup. 

A  much  more  detailed  treatment  of  this  subject  appears  in  the  study  to  which  reference 
earlier  was  made,  but  for  now  it  is  hoped  that  the  Members  will  appreciate  that  the  Compact  years 
have  brought  highly  significant  improvements  to  the  lives  of  the  FSM  people  in  ways  that  demand 
their  acceptance  of  the  responsibility  to  foster  the  protection  of  their  island  environment  while 
development  proceeds. 


Meeting  the  Challenges  of  the  Future 

Other  witnesses  have  provided  to  the  Subcommittee  information  on  the  major,  nationwide 
effort  now  underway  to  improve  the  efficiency  and  effectiveness  of  government  at  all  levels  and  to 
overcome  existing  obstacles  to  economic  development,  so  that  progress  toward  the  goal  of 
becoming  a  self-sufficient,  active  participant  in  the  world  conununity  can  be  hastened.  For  the 
sake  of  brevity  here,  we  do  not  repeat  that  story    We  do  confirm,  however,  the  total  dedication  of 
the  FSM  Government  to  this  process,  now  and  in  the  future. 

We  also  wish  to  make  a  brief  observation  as  to  the  considerations  of  peace  and  security 
within  the  Pacific  Region,  from  the  standpoint  of  a  "small"  developing  country  that  encompasses  a 
vast  area  of  the  Pacific  Ocean.  Without  attempting  to  repeat  other  witnesses  who  spoke  fi-om  the 
perspective  of  United  States  interests,  it  is  fair  to  say  that  the  people  of  the  FSM  still  today  take 
very  great  reassurance  from  the  security  relationship  with  the  United  States.  While  the  FSM 
maintains  friendly  relationships  with  governments  throughout  the  greater  Pacific  Region,  we  also 
know  that  the  Region  is  and  will  remain  for  some  years  a  focal  point  of  uncertainty  in  the  so- 
called,  "post-cold  war  era."  There  are  for  us  many  scenarios  not  at  all  far-fetched  or  unrealistic, 
that  could  bring  direct  consequences  upon  us  that  we  hope  never  to  have  to  endure  again.  There 
are  also  scenarios,  equally  possible,  that  could  make  a  shambles  of  our  country's  efforts  to 
proceed  with  economic  development  should  the  Region  fall  into  turmoil  and  instability.  Thus, 
despite  recent  changes  in  the  dynamics  of  global  security,  the  FSM  continues  to  believe  in  the 
fiindamental  value  of  its  partnership  with  the  United  States  as  we  move  into  the  21st  century. 

As  stated  at  the  beginning,  the  FSM  Government  is  very  much  aware  of  the  approaching 
watershed  in  the  formal  relationship  of  our  young  developing  country  with  the  United  States.  We 
respectflilly  suggest  that  the  need,  starting  on  the  Compact's  thirteenth  anniversary,  will  be  to 
take  full  stock  of  the  ground  that  has  been  covered,  and  in  light  of  the  outlook  then,  including  the 
situation  and  interests  of  the  United  States,  to  identify  what  appropriate  role  the  United  States  can 
play  in  the  ongoing  development  of  its  partner  in  free  association,  the  FSM.  While  the  FSM 
Government  holds  no  preconceptions  at  this  stage  as  to  the  outcome  of  this  exercise,  we  do 
approach  it  with  a  feeling  that  our  performance  and  our  stewardship  thus  far  merits  serious 
consideration  by  the  United  States.  We  believe  it  will  be  shown  that  the  first  fifteen  years  of  the 
Compact  tell  a  "success  story,"  and  that  the  lasting  relationship  of  fi-ee  association  between  our 
countries  that  was  envisaged  by  the  parties  in  1986  will  be  regarded  as  healthy  and  strong  in  2001. 


Thank  you,  Mr.  Chairman. 


84 


EMBASSY  OF  THE  REPUBLIC  OF  THE  MARSHALL  ISLANDS 

2433  Massachusetts  Avenue,  N.W., 

Washington,  D.C.  20008 

Tel.  #  (202)  234-5414 


October  9,  1996 


The  Honorable  Elton  Gallegly 

Chairman 

House  Subcommittee  on  Native  American 

and  Insular  Affairs 
1522  Longworth  House  Office  Building 
Washington,  D.C.  20515 

The  Honorable  Doug  Bereuter 

Chairman 

House  Subcommittee  for  Asia  and  the  Pacific 

B-358  Raybum  House  Office  Building 

Washington,  D.C.  20515 

Dear  Sirs: 

On  behalf  of  the  Government  of  the  Republic  of  the  Marshall  Islands,  I  thank  you  for  the 
opportunity  to  submit  this  letter  for  the  record  of  your  joint  hearing  on  U.S.  Interests  in  the 
South  Pacific:  Freely  Associated  States  and  Okinawa,  held  on  September  25,  1996.  My 
government  wishes  to  comment  on  the  testimony  presented  at  that  hearing  by  the  Honorable 
Aurelia  E.  Brazeal,  Deputy  Assistant  Secretary  for  East  Asian  and  Pacific  Affairs,  United  States 
Department  of  State,  and  Mr.  Allen  P.  Stayman,  Director,  Office  of  Insular  Affairs,  Department 
of  the  Interior.  At  the  outset,  my  government  believes  it  important  to  place  that  testimony  in  its 
proper  context. 

My  government  observes  that  the  relationship  between  the  United  States  and  the 
Marshall  Islands  has  always  been  characterized  by  extraordinarily  close  friendship.  Both 
history,  and  the  Compact  of  Free  Association  between  our  governments,  binds  our  nations 
closely  together  politically,  strategically,  economically,  and  socially.  Indeed,  this  relationship 
permeates  every  aspect  of  the  life  of  my  country.  Moreover,  the  Marshall  Islands  provides  the 
United  States  with  irreplaceable  and  indispensable  security  assets,  namely,  the  facility  at 
Kwajalein  Atoll,  and  the  policy  of  strategic  denial. 

It  is  profoundly  indicative  of  the  strength  of  the  historical  relationship  between  our  two 
countries  that  the  conduct  and  aftermath  of  United  States  nuclear  weapons  testing  program  in  the 
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Marshall  Islands  did  not  set  us  forever  on  diverging  paths.  By  unequivocally  and  forever 
accepting,  in  the  Compact,  full  responsibility  for  the  effects  of  that  program  upon  the  people  and 
environment  of  the  Marshall  Islands,  the  United  States  enabled  our  countries  to  continue  their 
strong  friendship. 

It  is  with  those  realities  in  mind,  that  one  must  consider  the  testimony  of  Administration 
witnesses  at  your  September  25  hearing.  It  is  quite  true,  as  was  noted  by  the  State  Department 
witness,  that  the  Republic  of  the  Marshall  Islands  is  an  independent  nation,  and  that, 
accordingly,  formal  relations  with  the  United  States  are  conducted  in  the  diplomatic  arena.  The 
witness  also  noted,  appropriately,  that  those  relations  are  "excellenf ,  and  that  our  governments 
"cooperate  closely"  in  multilateral  fora.  where  the  United  States  receives  "strong  support"  from 
the  Marshall  Islands.  It  is  indisputable  that,  as  the  witness  observed,  defense  and  security 
arrangements  have  "contributed  measurably  to  the  security  of  the  United  States  and  the  Freely 
Associated  States".  Yet,  my  government  feels  that  this  testimony  suggests  an  arms-length 
relationship,  where  in  reality,  far  closer  ties  exist. 

Both  the  State  Department  witness  and  the  Interior  Department  witness  addressed  the 
U.S.  programs  which  are  extended  to  the  Marshall  Islands,  by  operation  of  the  Compact  of  Free 
Association.  The  costs  of  the  United  States  of  those  program  are  detailed  in  the  Interior 
Department  statement.  Direct  payments  to  the  Marshall  Islands  are  also  identified. 

My  government  is  concerned  that  the  context  within  which  those  programs,  their  costs, 
and  direct  payments  are  described,  may  lead  to  erroneous  impressions  on  the  part  of  the  United 
States  Congress  and  the  American  people.  It  would  be  incorrect  to  conclude  that  the  programs 
and  flmds  provided  to  the  Marshall  Islands  represent,  in  their  entirety,  or  even  for  the  larger  part, 
simply  assistance  to  a  foreign  sovereign. 

Direct  payments  to  the  Marshall  Islands,  which  account  for  approximately  one-third  of 
the  total  U.S.  commitment  cited  by  the  Department  of  the  Interior,  have  nothing  whatever  to  do 
with  foreign  assistance.  On  the  contrary,  they  are  in  compensation  for  the  damage  and 
injury  suffered  as  a  consequence  of  the  more  than  sixty  nuclear  weapons  tests  conducted 
by  the  United  States  on  the  land,  in  the  water,  and  in  the  air  of  the  Marshall  Islands 
during  the  Cold  War.  These  payments  follow  from  the  recognition  by  the  United  States 
of  its  full  responsibility  for  the  adverse  effects  upon  the  Marshall  Islands  of  the  nuclear 
weapons  testing  program  conducted  there. 

Similarly,  a  substantial  portion  of  the  costs  cited  by  the  Department  of  the  Interior  are 
attributable  to  programs  established  by  the  United  States  to  provide  monitoring  and  health  care 
for  those  affected  by  the  nuclear  weapons  testing  program.  This,  too,  is  properly  regarded  as 
compensation  to  the  Marshall  Islands  for  the  adverse  consequences  of  the  U.S.  program.  Such 
health-related  programs,  in  the  same  way  as  compensatory  payments,  are  a  function  of 
the  full  responsibility  of  the  United  States  for  the  effects  of  the  nuclear  weapons  testing 
program  carried  out  in  the  Marshall  Islands.  This  is  not  foreign  assistance,  in  any  sense. 


86 


Other  payments  to  the  Marshall  Islands  represent  rent  and  other  payments  for  the  use  of 
land  utilized  by  the  United  States  military  and  NASA  at  Kwajalein  Atoll.  This,  too,  is  by  no 
means  foreign  assistance. 

What  remains  is,  for  the  most  part,  an  assortment  of  payments  and  programs  intended  by 
the  United  States  Government  to  provide  the  Marshall  Islands  with  support  for  its  efforts  to 
achieve  economic  self-reliance.  This  is  appropriate  to  the  post-U.N.  Trusteeship  environment, 
and  would  be  reasonably  expected  of  the  former  Administering  Authority. 

It  must  be  remembered,  when  reviewing  the  cited  U.S.  programs,  that  the  Marshall 
Islands  had  negotiated  with  the  United  States  to  received  trade  and  tax  arrangements  that  would 
have  helped  build  the  engines  of  economic  growth  in  the  post-Trusteeship  period.  However, 
those  arrangements  were  withdrawn  in  the  course  of  congressional  review  of  the  Compact  of  Free 
Association.  Substituted  were  access  to  various  U.S.  programs  and  provisions  for  the 
establishment  of  a  small  investment  funding  mechanism.  Yet,  even  those  programs  were  never 
fully  implemented.  Promised  FDIC  coverage  for  Marshall  Islands  banks,  which  would  have  been 
a  significant  contributor  to  economic  development,  has  never  been  provided.  Moreover,  of  the 
$20  million  "compensatory  adjustment"  contemplated  in  the  Compact  of  Free  Association  for 
withdrawal  of  U.S.  trade  and  tax  benefits,  only  $2  million  has  actually  been  appropriated. 

It  is  in  light  of  these  facts  that  one  should  consider  the  statement  by  the  State  Department 
witness,  "The  governments  and  citizens  of  the  FAS  [Freely  Associated  States]  receive  direct 
services  of  the  U.S.  federal  domestic  programs.  These  three  governments  receive  U.S. 
Government  fiinding  at  a  per  capita  rate  greater  than  any  other  foreign  government."  "..[W]e  have 
come  to  believe  that  trade  and  investment,  not  foreign  aid  or  government  subsidies,  are  the  most 
reliable  engines  of  economic  growth  and  prosperity  in  today's  world." 

As  our  governments  undertake  renegotiation  of  the  Compact,  in  accordance  with  its 
terms,  the  Government  of  the  Marshall  Islands  will  look  to  the  Administration  and  Congress  to 
consider  the  realities  upon  which  this  letter  has  briefly  touched.  In  advance  of  that  process,  my 
government  will  seek  to  work  with  yours  for  the  effective  implementation  of  the  Compact  in  its 
present  form. 

As  signaled  in  the  testimony  of  the  State  Department  witness,  my  government  will  seek 
additional  compensation  for  damage  and  injury  from  the  U.S.  nuclear  weapons  tests,  in  light  of 
changed  circumstances  since  the  conclusion  of  the  Compact  in  1986,  for  which  the  Compact 
wisely  made  specific  provision.  Recently  declassified  U.S.  Government  documents  provide 
overwhelming  evidence  of  damage  and  injury  from  those  tests  that  far  exceed  what  was  disclosed 
to  the  Marshall  Islands  during  the  course  of  the  Compact  negotiations. 
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In  closing,  I  would  like  to  reiterate  the  special  appreciation  of  my  government  for  the 
friendship  that  you  have  shown  to  the  Marshall  Islands  over  many  years.  My  government  looks 
forward  to  our  continued  work  together,  in  the  best  interests  of  our  two  countries. 


Sincerely, 
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^i,       EMBASSY  OF  THE  REPUBLIC  OF  THE  MARSHALL  ISLANDS 

2433  Massachusetts  Avenue,  N.W. 
'.f^  I  Washington,  D.C.  20008 

'■-^'^3^^/  Tel.  #  (202)  234-5414 

TESTIMONY  OF  THE  GOVERNMENT  OF  THE  REPUBLIC  OF 

THE  MARSHALL  ISLANDS  TO  THE  SENATE  GOVERNMENTAL 

AFFAIRS  COMMITTEE,  MARCH  12, 1996. 

PRESENTED  BY  THE  HONORABLE  PHILLIP  MULLER, 

MINISTER  OF  FOREIGN  AFFAIRS 


Chairnnan  Stevens,  Senator  Glenn,  Distinguished  Members  of  the 
Governmental  Affairs  Committee,  on  behalf  of  President  Amata  Kabua,  I 
extend  warm  greetings  from  the  Republic  of  the  Marshall  Islands.   Thank  you 
for  providing  the  Marshall  Islands  with  an  opportunity  to  appear  before  you 
today. 

The  Government  of  the  Republic  of  the  Marshall  Islands  (RMI) 
applauds  efforts  by  the  Clinton  Administration  to  investigate  human 
radiation  experiments  conducted  or  supported  by  the  U.S.  Government.   The 
establishment  of  the  White  House  Advisory  Committee  on  Human 
Radiation  Experiments  represents  the  U.S.  Government's  commitment  and 
courage  to  address  a  very  painful  and  sensitive  subject.  I  would  also  like  to 
express  sincere  appreciation  to  the  Honorable  Hazel  O'Leary,  Secretary  of 
Energy,  for  the  "openness  initiative"  she  instituted  in  the  Department  of 
Energy  (DOE).   This  initiative  allowed  the  RMI  Government  to  gain  access  to 
new  information  pertaining  to  the  U.S.  nuclear  weapons  testing  program 
conducted  in  the  Marshall  Islands. 

I  would  also  like  to  thank  Senator  Glenn  for  personally  requesting  the 
Advisory  Committee  to  consider  the  Marshall  Islands  in  the  scope  of  its  work. 
Initially,  Members  of  the  Advisory  Committee  did  not  want  to  include  the 
Marshall  Islands  because  they  did  not  consider  exposure  to  fallout  the  same  as 
purposeful  experimentation.    Further  investigation  into  the  U.S. 
Government's  medical  program  in  the  Marshall  Islands  left  no  doubt, 
however,  that  medical  research  and  medical  care  were  synonymous  in  the 
Marshall  Islands.   The  Advisory  Committee  faced  up  to  evidence  in  U.S. 
Government  documents,  such  as  the  statement  of  Dr.  Merril  Eisenbud, 
Director  of  the  Atomic  Energy  Commission,  who  was  interested  in  correlating 
his  animal  studies  with  data  from  the  Marshallese:    "(w)hile  it  is  true  that 
these  people  do  not  live,  I  would  say,  the  way  Westerners  do,  civilized  people, 
it  is  nevertheless  also  true  that  these  people  are  more  like  us  than  the  mice."* 


Scientists  from  Lawrence  Livermore  Laboratory  were  also  forthcoming  about 

the  experimentation  aspect  of  their  research: 

Bikini  may  be  the  only  global  source  of  data  on  humans  where 
intake  via  ingestion  is  thought  to  contribute  the  major  fraction 
of  plutonium  body  burden.. .It  is  possibly  the  best  available  data 
for  evaluating  the  transfer  of  plutonium  across  the  gut  wall  after 
being  incorporated  into  biological  systems.^ 

As  a  result  of  the  weapons  testing,  Marshallese  who  were  exposed  to 
radiation,  either  externally  -  through  radioactive  fallout  -  and/or  internally  - 
through  consumption  of  contaminated  water  and  food  -  continue  to  be  in 
need  of  medical  care.   In  order  to  receive  that  care  from  the  U.S.  Government, 
however,  Marshallese  radiation  victims  were  also  unwittingly  involved  in 
research  and  experimentation. 

The  RMI  Government  formally  endorsed  the  recommendations  of  the 
Advisory  Committee  pertaining  to  the  Marshall  Islands  in  October,  1995 
when  the  Final  Report  was  released.  The  findings  of  the  Advisory 
Committee  pertaining  to  the  Marshall  Islands  are  extremely  important. 
These  conclusions  contradict  information  which  the  U.S.  Government  gave 
to  the  RMI  Government  in  the  past  regarding  the  health  and  environmental 
implications  of  the  weapons  testing  program.   The  two  major  discrepancies 


1.)   The  U.S.  Government  has  always  maintained  that  only  the  Bravo  test  of 
March  1,  1954  exposed  Marshallese  to  radiation.   The  Advisory  Committee, 
however,  corifirmed  what  the  Marshallese  people  have  always  known: 
accumulated  radiation  from  multiple  tests  adversely  affects  the  Marshallese 
people  and  the  environment; 

2.)  The  U.S.  Government  continues  to  insist  that  just  4  atolls  were  exposed  to 
radiation:   two  atolls  which  were  iminhabited  during  the  Bravo  shot  -  Bikini 
and  Enewetak  Atolls  -  and  two  additional  atolls  which  were  populated  - 
Rongelap  and  Utirik  Atolls.    After  extensively  reviewing  U.S.  Government 
documents  from  the  nuclear  testing  period,  the  Advisory  Committee 
concluded  that  more  than  these  two  human  populations  were  exposed  to 
radiation,  and  that  the  extent  of  exposure  was  greater  than  had  previously 
been  disclosed.  For  example: 

*  residents  of  Bikini  Atoll  were  exposed  to  more  cesium  than  any 
known  human  population  when  they  were  prematurely  resettled  on  their 
home  atoll; 

*  Rongelap  Atoll  was  exposed  to  radiation  from  multiple  tests,  not  just 
the  Bravo  shot.   When  the  population  exposed  in  1954  and  a  control 
population  were  resettled  on  Rongelap  in  1957,  they  were  exposed  to 
dangerous  amounts  of  environmental  radiation  which  had  accumulated 
from  multiple  weapons  detonated  in  1954,  1956  and  1957  test  series; 
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*  in  1954,  the  people  of  Ailuk  Atoll  were  exposed  to  dangerous  levels 
of  radiation  from  the  Bravo  test.   Their  exposure  warranted  immediate 
evacuation  yet  the  U.S.  Government  purposefully  decided  not  to  evacuate  the 
atoll  because  of  its  large  population  of  401  people.^  No  attempt  has  ever  been 
made  by  the  U.S.  Government  to  address  the  medical  needs  of  the  Ailuk 
community  which  was  exposed,  never  evacuated,  and  left  to  live,  reproduce 
and  subsist  in  a  radioactive  environment. 


The  Advisory  Committee  has  permanently  broadened  the  scope  of 
radiation  exposure  in  the  Marshall  Islands.   All  bilateral  discussions 
pertaining  to  radiation  exposure  will  now  have  to  address  the  fact  of  multiple 
exposure  to  numerous  populations. 

Recommendations  of  the  Advisory  Committee  pertaining  to  the  RMI: 

There  are  four  components  of  the  recommendation  regarding  the 
Marshall  Islands,  Recommendation  8: 

Recommendation  part  one: 

Ensure  that  the  exposed  communities  receive  medical 
monitoring  and  treatment  for  the  rest  of  their  lives. 

Rationale: 

At  present,  this  medical  care  program  is  a  discretionary 
item  in  the  Department  of  Energy's  annual  budget.  The 
RMI  Goverrunent  believes  that  this  budget  item  should 
become  a  line-item,  and  that  the  amount  should  increase 
in  accordance  with  both  inflation  rates  and  the  numbers 
of  additional  people  added  to  the  program; 

Recommendation  part  two: 

Add  populations  to  the  medical  monitoring  and  care 
program; 

Rationale: 

Again,  it  is  not  just  four  atolls  in  the  RMI  that  were 
exposed  from  a  single  weapons  test.   Ailuk,  Likiep,  Wotho 
and  other  atolls  have  lingering  medical  problems 
associated  with  radiation  exposure  which  must  be 
addressed. 

Recommendation  part  three: 

Ensure  that  Marshallese  are  involved  in  the  design  of 
future  medical  research  and  studies; 

Rationale: 
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Marshallese  citizens  continue  to  feel  like  guinea-pigs.   The 
exposed  population  will  never  feel  confident  that  the 
medical  research  and  studies  they  participate  Ln  are  in 
their  best  interest  unless  they  have  an  active  and  direct 
role  in  designing  these  studies. 


Recommendation  part  four: 

Establish  an  independent  review  of  all  U.S.  Government, 
reports,  studies  and  medical  records  pertaining  to 
Marshallese  subjects. 


Rationale: 


It  is  a  conflict  of  interest  for  DOE  to  provide  the  RMI 
Government  and  citizens  with  its  assessment  of  who  is 
and  is  not  adversely  affected  by  radiation  in  the  Marshall 
Islands.  Obviously,  it  is  in  the  best  interest  of  DOE  to 
maintain  that  the  smallest  numbers  possible  are  affected 
by  radiation.   A  review  must,  therefore,  be  truly 
independent. 


Suggestions  to  the  Governmental  Affairs  Committee: 

With  regards  to  the  recommendations  of  the  Advisory  Committee,  the 
RMI  Government  suggests  the  following  courses  of  action  for  the 
Governmental  Affairs  Committee: 

1.)    Develop  legislation  to  implement  the  recommendations  of  the  Advisory 
Committee; 

2.)  Instruct  DOE  to  fund  an  independent  review  of  aU  DOE  and  DOE 
contractor  reports,  studies  and  medical  records  pertaining  to  the  Marshall 
Islands.    Provide  that  the  RMI  Government  must  be  involved  in  the  selection 
of  the  independent  body,  and  that  Marshallese  citizeris  and  government 
representatives  take  part  in  the  review  process  from  start  to  finish.   Erisure 
that  the  RMI  Government  receives  its  own  copies  of  all  materials  reviewed  by 
the  independent  body; 

The  RMI  Government  endorses  a  recommendation  by  the  Department  of 
Interior  for  the  National  Academy  of  Science  (NAS)  to  carry  out  this 
independent  review.   The  RMI  Govermnent  was  pleased  by  the  work  of  the 
NAS  in  conjunction  with  the  Rongelap  Atoll  resettlement  plan; 

3.)   Make  Bikini,  Ailuk,  Enewetak  and  other  exposed  atolls  eligible  for  U.S. 
medical  monitoring  and  care  programs; 
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4.)    Require  the  U.S.  Government  to  include  Marshallese  citizens  and 
government  representatives  in  the  review  of  existing  medical  protocols  and 
the  design  of  future  protocols.  Require  DOE  to  turn  over  to  the  Marshall 
Islands  Government  copies  of  all  past  protocols  and  related  documents,  and; 

5.)  Work  with  the  Energy  Committee  to  make  the  U.S.  medical  monitoring 
and  care  program  for  the  exposed  population  in  the  Marshall  Islands  a  line- 
item  in  the  annual  budget,  and  to  increase  the  allocation  consistent  with 
inflation  rates  and  the  number  of  eligible  participants. 


Continuing  Concerns  of  the  RMI  Government: 

The  Advisory  Committee  on  Human  Radiation  Experiments  began, 
but  did  not  complete,  the  review  of  U.S.  Government  supported  human 
radiation  experimentation.    When  the  Advisory  Committee's  mandate 
expired,  a  great  deal  of  productive  work  also  ended  abruptly.  The  reason  the 
Advisory  Committee  recommended  that  an  independent  panel  closely 
examine  the  Marshall  Islands  was  that  the  Advisory  Committee  Members 
recognized  they  could  not  conduct  a  thorough  investigation  or  review  all  of 
the  Marshall  Islands  related  documents  in  the  limited  time  of  the 
Committee's  existence. 

There  is  much  work  which  the  Advisory  Committee  began  which 
must  be  continued.  For  example,  despite  repeated  requests  by  the  RMI 
Government,  medical  records  of  Marshallese  patients  have  not  been  turned 
over  by  the  U.S.  Government.   The  RMI  Government  has  also  been  derued 
access  to  entire  collections  of  DOE  documents,  despite  the  fact  that  many  of 
these  documents  are  unclassified. 

There  are  also  numerous  questions  pertaining  to  human  radiation 
experiments  in  the  Marshall  Islands  which  remain  unanswered  by  the  U.S. 
Government.    The  Marshall  Islands  Government  requests  that  this 
Committee  uses  its  investigatory  powers  to  answer  remaining  questions.   For 
instance: 

*  we  still  do  not  know  how  many  people,  or  who  the  individuals  from 
Rongelap  and  Enewetak  Atolls  are,  who  were  involved  in  the  tritium  water 
and  chromium-51  injection  experiments;^ 

*  we  have  documents  in  our  possession  indicating  that  Marshallese 
subjects  were  used  in  both  thyroid  experiments  conducted  at  Cleveland 
Hospital  and  genetic  experiments  undertaken  at  Case  Western  University; 

*  we  have  leads  about  radium  inhalation  experiments  and  bone 
marrow  transplants  which  also  need  to  be  investigated; 

*  Marshallese  subjects  were  sent  to  universities  and  laboratories 
throughout  the  United  States  for  undisclosed  medical  procedures.   Patients 
returned  to  the  Marshall  Islands  after  organ  removal  and  undisclosed  types  of 
treatment.  They  were  subjected  to  these  procedures  at  the  exact  same  time 


when  the  Atomic  Energy  Commission  was  at  the  peak  of  its  human  radiation 
experiments,  at  exactly  the  same  faciHties  which  experimentation  is  now 
confirmed  to  have  taken  place:   Walter  Reed  Hospital,  Los  Alamos  National 
Laboratory,  Lawrence  Livermore  National  Laboratory,  Lawrence  Berkeley 
Laboratory,  the  National  Institute  of  Health,  Tripler  Hospital,  Cincinnati 
Hospital,  Cleveland  General  Hospital,  Argonne  National  Laboratory, 
University  of  Chicago  Hospital,  Brookhaven  National  Laboratory,  and  the 
U.S.  Naval  Hospital  in  Guam.   Because  translators  and  medical  records  were 
almost  never  made  available,  the  Marshall  Islands  Government  needs 
Congress'  assistance  in  finding  out  exactly  what  procedures  Marshallese 
people  were  subjected  to  in  these  facilities. 

Now  that  the  Marshall  Islands  is  an  independent  nation  in  free 
association  with  the  United  States,  it  is  exceedingly  difficult  to  gain  access  to 
information  about  our  own  people  and  our  own  land.    The  RMI  Government 
believes  it  has  the  right  to  ask  the  U.S.  Government  to  explain  what  medical 
procedures  Marshallese  patients  underwent  in  U.S.  facilities.  Marshallese 
subjects  were  sent  to  the  United  States  during  the  Trusteeship  when  the  U.S. 
Government  was  directly  responsible  for  the  health  and  safety  of  Marshallese 
citizens.   Because  exposed  Marshallese  citizens  were  dispersed  in  U.S.  facilities 
throughout  the  United  States,  we  have  no  organized  or  collective 
understanding  of  the  effects  of  radiation  on  human  beings.   I  can  think  of  no 
logical  reason  for  dispersing  Marshallese  subjects  to  so  many  different  U.S. 
facilities,  unless  it  was  to  participate  in  each  institutions'  experimentation 
projects. 

In  closing,  Mr.  Chairman,  Distinguished  Members  of  the  Committee 
on  Governmental  Affairs,  I  wish  to  make  it  clear  that  we  are  weary  of  being 
radiation  victims  in  the  Marshall  Islands.   As  the  Compact  of  Free 
Association  intends,  we  want  to  become  self-reliant  and  self-sufficient.   We 
cannot  achieve  this  goal,  however,  if  we  are  constantly  relying  on  DOE  for 
our  care,  analysis  of  our  well-being,  and  access  to  only  the  information  DOE 
wants  to  give  us.  Our  goals  are  to  achieve  greater  self-sufficiency,  improve 
transparency,  and  build  the  capacity  in  the  Marshall  Islands  for  us  to 
participate  in  decision-making  about  the  health  and  welfare  of  our  people. 
Accordingly,  we  would  like  to  work  with  the  U.S.  Government  to  explore 
alternate  options  to  the  existing  medical  program.   We  want  to  train 
Marshallese  students  in  medicine  and  radiation  sciences.   We  want  to 
upgrade  our  hospital  in  Majuro  so  we  can  develop  the  capacity  to  treat  our 
own  people  in-country  rather  than  sending  them  to  an  Army  hospital  in 
Hawaii.  We  want  to  address  all  of  the  illnesses  associated  with  radiation 
exposure,  such  as  reproductive  problems,  cataracts,  and  Uver  disease,  and  not 
simply  the  illnesses  DOE  narrowly  focuses  on,  such  as  thyroid  disease. 

We  want  to  ensure  that  the  Marshallese  people  are  heard.   The  people 
have  been  complaining  for  decades  about  a  host  of  medical  conditions 
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associated  with  radiation,  but  DOE  has  not  Hstened.   We  are  not  comfortable 
with  the  present  medical  monitoring  and  care  program  conducted  by  DOE. 
Individuals  who  are  eligible  for  DOE  care  have  chosen  not  to  participate  in 
the  DOE  program  because  they  see  only  the  research  and  not  the  care  aspect  of 
the  program.    Entire  communities  which  were  exposed  to  radioactive  fallout 
are  reluctant  to  press  for  inclusion  in  the  DOE  program  because  they,  too,  are 
suspicious  about  its  intentions. 

Mr.  Chairman,  the  Government  of  the  Republic  of  the  Marshall 
Islands  looks  to  Congress  to  implement  the  recommendations  of  the 
Advisory  Committee  and  to  provide  assistance  to  radiation  victims  both 
inside  and  outside  the  purview  of  DOE  programs.  We  are  grateful  for  the 
opportunity  to  appear  before  the  Committee  on  this  important  subject,  and 
we  look  to  you  for  continued  understanding  and  support. 

Thank  you. 
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